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1.

Q.

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company ("LPSCO" or the

"Company").

Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THE

INSTANT CASE?

Yes, my direct testimony was submitted in support of the initial application in this

docket. There were two volumes, one addressing rate base, income statement and

rate design, and the other addressing cost of capital.

Q- WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY?
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I will provide rebuttal testimony in response to the direct filings by Staff and

RUCO. More specifically, this first volume of my rebuttal testimony relates to rate

base, income statement and rate design for LPSCO. I will also address the

testimony by intervenor the City of Litchfield Park ("CLP"). In a second, separate

volume of my rebuttal testimony, I will also present an update to the Company's

requested cost of capital as well as provide responses to Staff and RUCO on the

cost of capital and rate of return applied to the fair value rate base, and the

determination of operating income.
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11.

Q-

SUMMARY OF LPSCO'S REBUTTAL POSITION

WHAT ARE THE REVENUE INCREASES FOR THE WATER AND

WASTEWATER DIVISIONS THAT THE COMPANY IS PROPOSING IN

THIS REBUTTAL TESTIMONY?

For the water division the Company is proposing a total revenue requirement of

$13,637,738, which constitutes an increase in revenues of $6,759,028, or 98.26%

over adjusted test year revenues. For the wastewater division, the Company is

proposing a total revenue requirement of $11,132,993, which constitutes an

increase in revenues of $4,776,618, or 75. 15% over adjusted test year revenues.

Q- HOW THESE COMPARE WITH THE COMPANY'S DIRECT

FILING?

DO

They are both lower. In the direct filing for the water division, the Company

requested a total revenue requirement of $13,983,148, which required an increase

in revenues of $7,508,146, or 115.96%. In the direct filing for the wastewater

division, the Company requested a total revenue requirement of $11,347,975,

which required an increase in revenues of $4,991,601, or 78.53%.

Q- WHY IS THE REQUESTED REVENUE INCREASE LOWER IN LPSCO'S

REBUTTAL FILING FOR BOTH DIVISIONS?
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In its rebuttal filing, LPSCO has adopted a number of adjustments recommended

by Staff and/or RUCO, as well as proposed a number of adjustments of its own

based on known and measurable changes to the test year.

For the water division, the net result of these adjustments is: (l) the

Company's proposed operating expenses have increased by $l45,654, from

$6,757,892 in the direct filing to $6,903,546, and a net decrease of $422,023 in

rate base from the direct tiling of $37,924,592 to $37,502,569.
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For the wastewater division, the net result of these adjustments is: (1) the

Company's proposed operating expenses have increased by $12,838, from

$6,192,596 in the direct filing to $6,205,414, and a net decrease of $262,019 in rate

base from the direct filing of $28,296,903 to $28,034,885.

In addition, the Company has reduced its recommended cost of equity from

12.5% in its direct filing to 12.0% in its rebuttal filing. This has resulted in a lower

requested weighted cost of capital from 11.41% in the Company's direct tiling to

11.0% in its rebuttal filing.

Q. PLEASE SUMMARIZE THE REASON FOR THE DECREASE IN THE

RATE BASES?
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A. For the water division, the Company has proposed a number of rebuttal

adjustments to rate base causing a net decrease in rate base. Included among these

proposed adjustments is an adjustment to increase plant-in-sewice to recognize the

actual cost of post test year plant, an adjustment to decrease plant-in-sewice

("PIS") reflecting plant retirements that were not recorded at the end of the test

year (including related adjustments to advances-in-aid of construction ("AIAC")

and contributions-in-aid of construction ("CIAC")), an increase to PIS for

organizational costs approved in last decision, and an increase to PIS to recognize

expenses that the Company proposes be capitalized. The net decrease to PIS is

$26,l57, the net decrease AIAC is $8,677, and the net decrease to CIAC is $7,888.

The net rate base impact of these three adjustments is $(9,562).

In addition to the above mentioned adjustments, the Company is proposing

an adjustment to accumulated depreciation for the PIS adjustments it recommends.

The net decrease to accumulated depreciation is $78,672. The net rate base impact

is $78,672.
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The Company is also proposing to reclassify $2,238,022 of AIAC to

Customer Meter Deposits (refundable meter and service line charges) and to

remove $68,685 of security deposits from Customer meter deposits. The net rate

base impact of these two adjustments is $68,685.

The Company is also proposing an increase to the water division's deferred

income taxes (DIT) of $426,079 based on its proposed adjustments to PIS and

accumulated depreciation as well as to correct an error in its direct filing

computation. The net rate base impact of this adjustment is $(426,079).

Finally, the Company is proposing to reduce debt issuance costs from

$134,528 to zero. The net rate base impact of this adjustment is $(l34,528).

For the wastewater division, the Company has also proposed a number of

rebuttal adjustments to rate base, again leading to a net decrease. Included among

these proposed adjustments is an adjustment to decrease PIS reflecting plant

retirements that were not recorded at the end of the test year (including related

adjustments to AIAC and CIAC), an adjustment to decrease plant-in-service for

plant transferred to an affiliate, Black Mountain Sewer Company ("BMSC"), and

an increase to PIS to recognize expenses that the Company proposes be capitalized.

The net decrease to PIS is $560,453 , the net decrease to AIAC is $l6,649, and the

net decrease to CIAC is $93,346. The net rate base impact of these three

adjustments is $450,458.

In addition to the above mentioned adjustments, the Company is proposing

an adjustment to accumulated depreciation for the PIS adjustments it recommends.

The net decrease to accumulated depreciation is $573,316. The net rate base

impact is $573,316.
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Q- ANYTHING ELSE, MR. BOURASSA?

Yes, the Company is also proposing an increase to the wastewater division's

deferred income taxes (DIT) of $319,033 based on its proposed adjustments to PIS

and accumulated depreciation as well as to correct an error in its direct filing

computation. The net rate base impact of this adjustment is fB(319,033)

Finally, the Company is proposing to reduce debt issuance costs from

$134,528 tozero. The net rate base impact of this adjustment is $(l34,528).

Q- WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE

INCREASES FOR THE COMPANY, STAFF, AND RUCO AT THIS STAGE

OF THE PROCEEDING?

A. For the water division, the proposed revenue requirements and proposed rate

increases are as follows:

Revenue Requirement

Company-Direct $13,983, 148

Staff $11,803,750

RUCO $10,923,684

Company Rebuttal $13,637,738

For the wastewater division, the

proposed rate increases are as follows:

Revenue Requirement

Revenue Inch.

$7,508,146

$5,328,747

$4,044,974

$6,759,028

proposed revenue requirements and

% Increase

115 .96%

8182%

58.80%

98.26%

$11,347,975

% Increase

78.53%

44.71%

28.47%

75.15%
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Company-Direct

Staff

RUCO

Company Rebuttal

$9,197,992

$8,169,592

$11,132,993

Revenue Inch.

$4,991,601

$2,841 ,618

$1,810,405

$4,776,618
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III.

Q-

RATE BASE

A. Water Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE RATE

BASE RECOMMENDATIONS FOR THE WATER DIVISION?

Yes, for the water division the rate bases proposed by the parties proposing a rate

base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Direct $37,924,592 $37,924,245

Staff $37,218,182 $37,218,182

RUCO $37,222,878 $37,222,878

Company Rebuttal $37,502,569 $37,502,569

None of the other parties has made a specific proposal regarding rate base,

revenues or expenses.
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1. Plant-in-Service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WATER DIVISION, AND

IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF

AND/OR RUCO?

FENNEMORE CRAIG
A PROFESSIONAL CORPORATION

PHOENlX

A.

A. The Company's rebuttal rate base adjustments to the water division's OCRB are

detailed on rebuttal schedules B-2, pages 3 through 6. Rebuttal Schedule B-2, page

l and 2, summarize the Company's proposed adjustments and the rebuttal OCRB .

Rebuttal B-2 adjustment 1, as summarized on Rebuttal Schedule B-2, page

2, consists of three adjustments labeled as "A", "B", "C", "D" and "E" on Rebuttal

Schedule B-2, page 3.

Adjustment A reflects an increase to PIS for post test year plant totaling

$18,805. This plant is for the new arsenic treatment facilities. Staff has made

6



similar adjustments.l RUCO has not made a similar adjustment. However, all the

parties include post test year arsenic treatment plant costs in rate base.

Q. PLEASE CONTINUE.

Adjustment B, of rebuttal B-2 adjustment 1, reflects a decrease to PIS of $78,879

to remove the costs of the Litchfield Greens Booster Station. This booster station

has not been in service since 2003. Both Staff and RUCO propose similar

adjustments to p1s2, however, the Company and RUC() treat the removal of the

booster station as a retirement whereas Staff does not.3 I will address this later in

my testimony in my discussion of the Company proposed accumulated

depreciation adjustments.

Adjustment C, of rebuttal B-2 adjustment 1, reflects an increase to PIS of

$19,989 for capitalized expenses. This adjustment reflects an adoption of certain

RUCO proposed PIS adjustments for capitalized expenses plus additional amounts.

Staff has not proposed any adjustments to PIS for capitalized expenses.

Q. WHAT IS THE DIFFERENCE BETWEEN RUCO AND THE COMPANY

FOR CAPITALIZED EXPENSES?
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RUCO proposes to capitalize $9,714 of expenses.4 The detail of RUCO's

capitalized expense can be found in RUCO's operating income adjustment number

4a.5 The Company agrees with RUC() to capitalize amounts related to clocks for

well site of $1,114 and a distribution system evaluation of $8,600. Additionally,

however, the Company proposes to capitalize a well spacing evaluation of $1,380,

1 See Direct Testimony of Jeffrey M. Michlik for Water Division ("Michlik W Dt.") at 7-8.

2 See RUCO Water Schedule 3, page 2 of 4, Adjustment Number 2, Michlik W Dt. at 8-9.

3 Id.
4 See RUC() Water Schedule 3, page 4 of 4, Adjustment Number 23 _

5 See RUCO Water Schedule 4, page 5 of 15, Adjustment Number 4a.
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well rehabilitation costs of $4,072, and a well impact analysis of $4,823. These

three additional amounts RUCO proposes to be removed from test year operating

expenses as non-recurring expense, but not capitalized. The Company believes

these costs are legitimately capital related as they reflect expenditures which have a

benefit (useful life) of more than oneyear.

Q- PLEASE CONTINUE.

Adjustment D, of rebuttal B-2 adjustment 1, reflects the removal of $7,072 of

2002 office rent included in plant in service. This cost was identified by RUCO in

RUCO Schedule 3, page 3 of 4 (Adjustment 16). I have examined the underlying

documentation and agree with RUCO on the removal of office rent from plant-in-

service.

Adjustment E, of rebuttal B-2 adjustment 1, reflects an increase to PIS of

$21,000 for organization cost approved in the last decision. This adjustment

reflects an adoption of RUCO proposed PIS adjustment.6 Staff has not proposed

any adjustment to PIS for organizational costs.

Q-

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.
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Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A", "B", and "C" on Rebuttal Schedule B-

2, page 4.

Adjustment A reflects a decrease to accumulated depreciation for the

booster station retirement discussed earlier totaling $78,879. RUCO makes a

similar adjustment.7 However, because Staff does not treat the removal of the

FENNEMORE CRAIG
A PROFESSIONAL CORPORATION
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6 See Direct Testimony of Soon S. Rowell ("S Rowell Dt.") at 6.

7 See RUCO Water Schedule 2, page 2 of 4. Line 19 reflects a previously recorded retirement of $6,100
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booster station as a retirement, Staff only removes $35,223 of related accumulated

depreciation rather than the entire original cost of $78,879 as would be required

with a retirement of plant.8 other words, Staff" s adjustment is not rate base

neutral, like the adjustments made by the Company and RUCO .

Adjustment B,  of rebutta l  B-2 adjustment 2 ,  reflects  an increase to

accumulated depreciation of $207 for depreciation related to test year capitalized

expenses (half-year convention).

Adjustment  C,  of rebutta l  B-2  ad justment  2 ,  re flec ts  a  decrease  to

accumulated depreciation related to the office rent costs removed from PIS as

discussed earlier.

Adjustment D, of rebuttal B-2 adjustment 2, reflects a correction for

accumulated depreciation amounts for the various plant accounts. In its direct

tiling, the Company inadvertently included accumulated depreciation of account

303 --. Land and Land Rights totaling $12,145. This amount has been removed and

properly distributed over the depreciable plant accounts. The net adjustment to

accumulated depreciation is zero.

In

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REBUTTAL ADJUSTMENT TO

DEFERRED INCCME TAXES FOR THE WATER DIVISION?

Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's deferred income tax liability is increased by $426,709 to $448,160.

The  inc rease  re flec ts  the  Company's  rebu t ta l  p roposed  changes  to  P IS,
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plus the $78,879 for the booster station. The total accumulated depreciation reduction as shown is $84,979
($6,l00 plus $78,979).

8 Michlik W Dr. at 9.
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accumulated depreciation, AIAC and CIAC. The details of the Company's rebuttal

proposed DIT adjustment is shown on Schedule B-2, page 5.

Q- HAVE YOU UPDATED THE APPROACH TO ESTIMATING THE TAX

VALUE OF ASSETS AT THE END OF THE TEST YEAR?

A. Yes. In its direct filing, the Company rolled forward the tax value at December 3 l,

2007 to September 30, 2008 (the end of the test year). This is a perfectly

acceptable approach and should result in similar DIT. As an alternative, the tax

value at December 31, 2008 can be rolled backward to September 30, 2008. The

Company has chosen use the "roll backward" approach to help eliminate any

disputes with Staff regarding the computation of DIT, such as occurred in the

recent BMSC rate case.9

Q- COULD THE COMPANY HAVE USED THE "ROLL BACKWARD"

APPROACH TO COMPUTING THE TAX VALUE OF ASSETS IN ITS

DIRECT FILING?

No. The 2008 tax return information was not available because the parent

company's consolidated returns had not been finalized at the time of the

Company's direct tiling.

Q- WHAT IS THE PRIMARY REASON FOR THE INCREASE IN THE

DEFERRED INCOME TAXES?

Recognition of the reclassification of AIAC to Customer Meter Deposits (meter

and service installation charges) which are excluded from the AIAC component of

the DIT computation. While technically Customer Meter Deposits are AIAC,

depreciation is recognized for both book and tax purposes for these amounts

because these charges are treated as revenue for tax purposes providing a tax basis
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Transcript from June 25, 2009 hearing at 743:7-744:11, 745:10-15, 749:24-750217, Black Mountain

Sewer Corporation,Docket No. SW-02361A-08-0609.
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in the assets these charges fund. As I have explained in other testimony,

Customer Meter Deposits should be excluded from the AIAC component in the

DIT computation for this reason. In the direct filing, I mistakenly assumed that the

Company's Security Deposits were Customer Meter Deposits. Had I not made this

error in the direct filing, the DIT proposed in direct would have been similar to the

DIT the Company now proposes in its rebuttal filing.

Q. HAVE STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY'S

DEFERRED INCOME TAXES?

Staff has proposed the test year unadjusted DIT of $335,487. Mr. Michlik testifies

that the DIT is not known and measurable However, based on Staff testimony in

the pending BMSC rate case, where Staff accepted my methodology, I believe that

Staff can agree that the Company's DIT approach is correct, even if they disagree

with the amount because our numbers do vary.12

4. Advances-in-Aid of Construction (AIAC) and Contributions-in-
Aid of Construction (CIAC).

Q. PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO ADVANCES-IN-

AID OF CONSTRUCTION AND CONTRIBUTIONS-IN-AID OF

CONSTRUCTION?

In rebuttal B-2 adjustment 4, as shown on Schedule B-2, page 2, the Company

proposes a decrease to AIAC of $8,677 and a decrease to CIAC of $7,888. These

adjustments correspond to the proposed PIS retirement adjustment of $78,879 for

the booster station I discussed previously. Staff proposes similar decreases to
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Transcript from June 25, 2009 hearing at 702:3-7,739: 739:21-740:7, Black Mountain Sewer

Corporation,Docket No. SW-02361A--8-0609.

10 See Rejoinder Testimony of Thomas J. Bourassa in Docket No. SW~02361A-08-0609 at 9-10.

II michlik W Dr. at 11 _
12
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AIAC and CIAC. However, RUCO does not. RUCO has not explained why it

does not reduce AIAC and CIAC for the plant it agrees to retire.

5. Reclassification of Advances-in-Aid of Construction (AIAC) to
Customer Meter Deposits.

Q- PLEASE DISCUSS THE COMPANY'S RECLASSIFICATION OF

ADVANCES-IN-AID OF CONSTRUCTION TO CUSTOMER METER

DEPOSITS?

In rebuttal B-2 adjustment 5, as shown on Schedule B-2, page 2, the Company

proposes a decrease to AIAC of $2,238,022 and an increase to Customer Meter

Deposits of $2,238,022 As I discussed earlier, Customer Meter Deposits are

technically AIAC, but I have typically shown refundable meter and service line

charges as a separate component of rate base under the description "Customer

Meter Deposits". By doing so, the DIT computation is easier to follow and

compute off of the amounts shown in rate base.

Q.

6. Removal of Security Deposits.

PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO CUSTOMER

METER DEPOSITS FOR REMOVAL OF SECURITY DEPOSITS?
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In rebuttal B-2 adjustment 6, as shown on Schedule B-2, page 2, the Company

proposes a decrease to Customer Meter Deposits of $68,685. This amount is for

Security Deposits and as I explained earlier, it was an error on my part to include

these amounts in rate base because I mistakenly thought these were Customer

Meter Deposits. However, Security Deposits are not a rate base component.13

They are sometimes, and when appropriate, a component of working capital, but

since the Company is not proposing working capital they do not belong in rate

base.
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Q- DOES STAFF PROPOSE SECURITY DEPOSITS IN RATE BASE?

Yes.l4 In fact, Staff proposes to increase Customer Meter Deposits from $68,685

to 235,683.15 Again, these are Security deposits, not customer meter deposits

which are not included in rate base. RUCO has not proposed a change to Customer

Meter Deposits as originally proposed by the Company.

Q-

7. Debt Issuance Costs.

PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO DEBT

ISSUANCE COSTS?

In rebuttal B-2 adjustment 7, as shown on Schedule B-2, page 2, the Company

proposes a remove debt issuance costs from rate base. While the Company

believes that debt issuance costs should either be included in rate base or the costs

be reflected in the cost of debt, the Company is removing the costs to help

eliminate disputes between the parties. Staff and the Company are now in

agreement to exclude debt issuance cost from rate base.

Q-

8. Remaining Rate Bases Issues.

PLEASE DISCUSS THE REMAINING RATE BASE ISSUES BETWEEN

THE PARTIES.

The Company does not agree with RUCO's proposed adjustments to PIS for

RUCO asserted unsupported capitalized affiliate labor, various invoices that could

not be found, and/or costs that were associated with repair work.16

Q- LET'S START WITH CAPITALIZED AFFILIATE LABOR. PLEASE

DISCUSS THE ISSUES RUCO HAS WITH THE AFFILIATE LABOR

COSTS.
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14 Michlik W Dr. at 10.

15 Id.

16 s Rowell Dr. at 6.
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First, let me explain that the capitalized affiliate profit was included in capitalized

affiliate labor. The profit existed because the Company charged affiliate labor at

market rates.l7 In any case, the Company removed the capitalized affiliate profit

from plant costs."

affiliate labor at cost.

RUCO finds that the Company did not adequately support the capitalized

affiliate labor because RUCO found discrepancies in the amounts included in the

Company's B-2 water schedule and information contained in a response to RUCO

3.7. The apparent discrepancy is shown in Table l on page 20 of Ms. Rowell's

direct testimony. Table l summaries the year-to-year capitalized affiliate profit

reflected on the Company's B-2 schedule and the information provided by the

Company in response to RUCO data request MJR 3719. Ms. Rowell admits that

there is not a large discrepancy in total amount of capitalized affiliate profit but still

takes issue with the year-to-year amounts. For example, the total capitalized

affiliate profit reflected in the Company's B-2 water schedules totals $279,398 and

the total capitalized labor contained in the information provided in response to

MJR 3.7 totals $284,008 - a difference of $9,221 or 33%. But, as explained by the

Company in response to RUCO data request 3.6, the capitalized labor is first

recorded to construction work-in-progress ("CWIP") and later transfer to PIS when

the project is placed into service. So, the year-to-year difference will exist when

the labor cost is first capitalized and when labor cost actually is reflected in PIS .

What remains in the Company's plant costs is capitalized

25

26

FENNEMORE CRAIG

A.

17 See Company Rebuttal B-2 water schedule, pages 3.5 to 3.14.

is The Company's current practice is to charge capitalized labor at cost.

19 Those data request responses referenced herein are voluminous, and for this reason are not attached,
however, copies were provided to Staff, RUCO, and the other interveners who requested them.



1 RUCO also finds the capitalized affiliate labor information to be inadequate

because the invoices provided in response to Staff data requests 1.52 and 1.77 for

affiliate labor contained almost no relevant information. However, the detail of

the capitalized labor was provided to all of the parties as part of the Company's

work papers.21 This work paper file contained the name of the NARUC account,

the project name, the date, the labor rate, payroll burden, the total cost, and the

related affiliate profit.

Q- WHAT ABOUT COSTS FOR VARIOUS INVOICES THAT COULD NOT

BE FOUND OR WERE FOR REPAIR WORK?

According to the notes on RUCO Water Schedule 3, pages 2, 3, and 4, for

unsupported costs it appears that RUCO disallows a $19,000 cost from Yahweh

Contracting (2001), three costs from Hughes Supply (2002) for $5,08l, $4,931, and

$4,931, a cost from Courtesy Chevrolet (2002) for $14,919, and a cost from W.

Fischer (2002) for $2,750. The balance of the notes on RUCO Schedule 3 appear

to indicate that other plant costs RUCO proposes to disallow are related to repairs

that RUCO believes should not be capitalized.

Q- LET'S START WITH THE ASSERTED UNSUPPORTED AMOUNTS

FROM YAHWEH CONTRACTING AND HUGHES SUPPLY. DO YOU

HAVE A COMMENT?

Yes. For the $19,000 cost from Yahweh Contracting, I have examined the

information contained in response to data request JMM 1.52 and have located the

invoices supporting this amount. I have included copies of these invoices at TBJ-

(Rate Base - Phase I), attached hereto. For the costs from Hughes Supply, IRB1
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20 S Rowell Dt. at 18.

21 Work paper file "LPSCO CAP Profit from Acquisition to Sept 30 2008.xls." (This work paper file (and
any others cited herein) is voluminous and therefore is not attached, however, it was provided to Start
RUCO, and the other interveners who requested work papers.)
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found one invoice, not three separate invoices, contained in the response to JMM

1.52 which supports the cost 0f$14,943 ($5,081 plus $4,931 plus $4,931).

Q. WHY WERE THERE THREE ENTRIES IN THE PLANT LEDGER BUT

ONLY ONE INVOICE?

Frankly, I don't know and it doesn't matter. The bottom line is that the three plant

ledger entries reference the same Hughes Supply invoice number (868500) as

$14,943 invoice. There is no question that this is the invoice supporting the three

ledger entries.22

Q- WHAT ABOUT THE COST FROM COURTESY CHEVROLET?

For the $14,919 cost from Courtesy Chevrolet, I found an invoice contained in

response to JMM 1.52 which supports a cost of $15,225. This is the only 2002

invoice from Courtesy Chevrolet for transportation equipment in 2002. The lead

sheet (Excel file) reports a cost of $15,225.23

Q- DOES RUCO HAVE A JUSTIFIABLE BASIS TO DISALLOW THESE

COSTS?

No.

Q. WHAT ABOUT THE INVOICE FROM w. FISCHER FOR $2,750?

The Company identified this invoice as a missing invoice in its response to JMM

1.52. However, the Company believes that this cost should be allowed. JMM 1.52

requested plant documentation on nearly $61 million of plant going back to 2001.

Given the breadth of the request and the length of time, I am impressed by the

ability of the Company to provide nearly every invoice. As an auditor, I would not

find the $2,750 suspect. The ledger records contain enough infonnation to
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22 A copy of the invoice is included in TJB-RB1 (Rate Base - Phase I), attached hereto.

23 A copy of the invoice is included in TJB-RB1 (Rate Base - Phase I), attached hereto.
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determine the nature of the cost (a forklift) as well as the vendor and other

information to determine its reasonableness.

Q- PLEASE COMMENT ON CAPITALIZED REPAIR COSTS?

The Company does not agree with RUCO that the repair costs RUC() proposes to

disallow should not have been capitalized.24 Repairs that extend the life of

equipment and/or benefit the Company over more than one year should be

capitalized. This is a generally accepted accounting principle. I have examined a

number of the repair invoices and find that the Company was justified in

capitalizing these repair costs. RUCO has not provided any reasons other than that

these costs related to repairs as the basis for their recommended disallowance. This

is not sufficient justification to disallow the capitalization of cost.

Q- LET'S MOVE ON. PLEASE DISCUSS THE DEFERRED REGULATORY

ASSETS THE COMPANY PROPOSES TO INCLUDE IN RATE BASE.

Staff proposes to exclude the Company proposed deferred regulatory assets from

rate base.25 As you will recall, there are deferred costs related to potential

contamination of the Company's wells. The Company obtained an Accounting

Order (Decision69912 (September 27, 2007)) specifically allowing these cost to be

deferred and considered in the Company next rate case. Staff is recommending

disallowance because the Company has not yet taken any legal steps to recover

these costs.26 However, the Company has taken action as contemplated in the

Accounting Order and believes that it is appropriate to begin recovery of the costs

incurred through the end of the test year. Further, the Company will continue to
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24 s Rowell Dr. at 6.
25 mwhlik W Dr. at 14.

26 Id.

27 Rebuttal Testimony of Greg Sorensen (Phase I) ("Sorensen Rb.") at 11-12.
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track future costs related to this issue and seek recovery in future rate case. Mr.

Sorenson discusses this issue in more detail in his rebuttal testimony.

RUCO is proposing to include the deferred regulatory costs in rate base.28

However, RUCO reduces the deferred regulatory asset by $8,256 which RUCO

believes is double counted." The $8,256 is one year of amortization that is

included in the Company's proposed operating expenses.

Q, HOW IS THE $8,256 DOUBLE COUNTED?

It's not. The $8,256 the Company proposes to be included in operating expenses

for purposes of determining the revenue requirement will not be reflected in rates

until new rates are approved. Accordingly, the deferred regulatory cost should not

be reduced. Conceptually, it is the same as annualized depreciation. All of the

parties reflect a full year of depreciation (annualized depreciation) in their

respective proposed operating expenses. The annualized depreciation will be the

depreciation expense reflected in new rates when a decision is rendered in the

instant case just as the $8,256 of amortization. The annualized depreciation is

higher than the test year actual depreciation because plant additions during the test

year received only a half year of depreciation. But, none of the parties propose to

increase accumulated depreciation in rate base for the annualized amount of

depreciation over and above the actual test year accumulated depreciation. By

reducing the deferred regulatory assets by one year of amortization because the

Company proposes to include amortization in rates is inconsistent with generally

accepted rate making principles.
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28 S Rowels Dr. at 5.

2914.
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Q-

B. Wastewater Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE

WASTEWATER RATE BASE RECOMMENDATIONS?

Yes, for the Water Division the rate bases proposed by the parties proposing a rate

base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Direct $28,296,903 $28,296,903

Staff $27,472,314 $27,472,314

RUC() $21,248,950 $21,248,950

Company Rebuttal $28,034,855 $28,034,855

Again, the other parties have not made specific proposals for rate base.

Q-

1. Plant-in-Service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WASTEWATER DIVISION,

AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

STAFF AND/OR RUCO?
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The Company's rebuttal rate base adjustments to the wastewater division's OCRB

are detailed on rebuttal schedules B~2, pages 3 through 6. Rebuttal Schedule B-2,

page l and 2, summarize the Company's proposed adjustments and the rebuttal

OCRB.

Rebuttal B-2 adjustment l, as summarized on Rebuttal Schedule B-2, page

2, consists of three adjustments labeled as "A", "B", and "C" on Rebuttal Schedule

B-2, page 3. Adjustment A, of rebuttal B-2 adjustment l, reflects a decrease to PIS

of $554,977 to remove the costs of the Wigwam Lift Station, the Bullard Lift

Station, and the Litchfield Greens Lift Station. The Wigwam Lift Station, the

Bullard Lift Station, we taken out of service in 2002 and the Litchfield Greens Lift
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Station was taken out of service in 2007. Both Staff and RUC() propose similar

adjustments to pis." Again, though, LPSCO and RUCO treat the removal of the

lift stations as retirements.3l

Adjustment B, of rebuttal B-2 adjustment 1, reflects a decrease to PIS of

$38,250 for an odor control unit transfer to Black Mountain Sewer Company

("BMSC"). Staff and RUCO propose a similar adjustment except that the amount

they propose in $38,625.32 The Company has provided the parties with further

documentation that supports the Company's amount.

Adjustment C, of rebuttal B-2 adjustment l, reflects an increase to PIS of

$25,702 for capitalized expenses. This adjustment reflects an adoption of certain

RUCO proposed PIS adjustments for capitalized expenses plus additional amounts.

Staff has not proposed any adjustments to PIS for capitalized expenses.

Q. WHAT IS THE DIFFERENCE BETWEEN RUCO AND THE COMPANY

FOR CAPITALIZED EXPENSES?

RUCO proposes to capitalize $17,124 of expenses.34 The detail of RUCO's

capitalized expense can be found in RUCO's operating income adjustment number

4a.35 The Company agrees with RUCO to capitalize amounts related to generator

duct fabrication and installation of $5,004, installation of a rebuilt pump of $l,530,

the cost of new reinforced strainer baskets of $4,864, the cost of a fence and

30 See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 3 and 4 which totals $544,977.
According to Staff the total is $554,977. See Direct Testimony of Jeffery M. Michlik for Wastewater
Division ("Michlik WW Dt.") at 7.
31id.
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32 See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 5, see Michlik WW Dt. at 8.

33 Information was provided to Staff and RUCO on November 27, 2009. The documentation is attached
hereto as TJB-RB2 (Rate Base .- Phase I. The final schedules in the BMSC rate case will reflect the
updated cost and related accumulated depreciation.

34 See RUCO Wastewater Schedule 3, page 2 of 4, Adjustment Number 6 and 7.

35 See RUCO Wastewater Schedule 4, page 5 of 15, Adjustment Number 4a.
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installation of $3,725, the cost of odor monitor site plant and pole of $1,450, and

the cost of odor monitor legal description and map of $550. Additionally,

however, the Company proposes to capitalize a filter system repair of $8,054, and

the cost of work on a UV system of $525. These two additional amounts RUCO

proposes to be removed from test year operating expenses as non-recurring

expense, but not capitalized. The Company believes these costs are legitimately

capital related as they reflect expenditures which have a benefit (useful life) of

more than one year.

Q.

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.

A. Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A",

2, page 4.

Adjustment A reflects a decrease to accumulated depreciation for the lift

station retirements discussed earlier totaling $554,977. RUCO makes a similar

adjustment although I believe RUCO's adjustment is incorrect.36 However,

because Staff does not treat the removal of the lift stations as retirements, Staff

only removes $182,696 of related accumulated depreciation rather than the entire

original cost of $554,977 as would be required with a retirement of plant.37 In this

fashion, Staff lowers rate base, as compared to LPSCO and RUCO's plant

retirements, which are rate base neutral.

"B", and "C" on Rebuttal Schedule B-
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36 See RUCO Wastewater Schedule 2, page 2 of 4. Line 19 reflects and 2002 adjustment of $780,874, but
it should be $790,874 consisting of a previously recorded 2002 retirement of $332,823 plus $458,051 for
the 2002 retirement of the Wigwam and Bullard lift stations. Also, the adjustment for the 2007 retirement
of the Litchfield Greens Lift Station totaling $96,926 is missing.

37 Michlik WW Dt. at 9.
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Adjustment B, of rebuttal B-2 adjustment 2, reflects a decrease to

accumulated depreciation of $11,040 for depreciation related to the odor control

unit transfer to BMSC discussed earlier.

Adjustment C, of rebuttal B-2 adjustment 2, reflects a decrease to

accumulated depreciation of $8,003 for cost related to the decommissioning

(removal of) the Litchfield Green Lift Station that was recorded in expense during

the test year. This is the proper regulatory treatment of these types of costs. As I

will discuss, I have removed this cost from test year expenses. RUCO identified

this cost as a non-recurring expense for the test year and also removed this cost

from operating expenses. However, RUCO has not proposed an adjustment to

accumulated depreciation.

Adjustment D, of rebuttal B-2 adjustment 2, reflects an increase to

accumulated depreciation of $705 for depreciation related to test year capitalized

expenses (half-year convention) as discussed previously.

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REBUTTAL ADJUSTMENT TO

DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?

Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's deferred income tax liability is increased by $319,033 to $335,020.

The increase reflects the Company's rebuttal proposed changes to PIS,

accumulated depreciation, AIAC and CIAC. The details of the Company's rebuttal

proposed DIT adjustment is shown on Schedule B-2, page 5. As I explained

previously, the Company's DIT computation also reflects an updated tax value of
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26 38 See RUCO Wastewater Schedule 4, page 5 of 19, Operating Income Adjustment pa.
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assets starting with 2008 tax information and a correction to the AIAC balance

contained in the computation.

HAS STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY'S

DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?

As with the water division rate base, Staff has proposed the test year unadjusted

DIT of $335,487 claiming that the DIT amount is not known and measurab1e.39

Again, Staff just agreed with my methodology in the BMSC case and will

hopefully doso again in this case.

4. Advances-in-Aid of Construction (AIAC) and Contributions-in-
Aid of Construction (CIAC).

PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO ADVANCES-IN-

AID OF CONSTRUCTION AND CONTRIBUTIONS-IN-AID OF

CONSTRUCTION?

In rebuttal B-2 adjustment 4, as shown on Schedule B-2, page 2, the Company

proposes a decrease to AIAC of $16,649 and a decrease to CIAC of $93,346.

These adjustments correspond to the proposed PIS retirement adjustment of

$554,977 for the lift stations I discussed previously. Staff proposes similar

decreases to AIAC and CIAC. However, RUCO does not. RUCO has not

explained why it does not reduce AIAC and CIAC for the retired lift stations.

5. Removal of Security Deposits.

PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO CUSTOMER

METER DEPOSITS FOR REMOVAL OF SECURITY DEPOSITS.

In rebuttal B-2 adjustment 6, as shown on Schedule B-2, page 2, the Company

proposes a decrease to Customer Meter Deposits of $68,685. This amount is for
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26 39 Michlik WW Dr. at 11.
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Security Deposits, and as I explained earlier, it was an error on my part to include

these amounts in rate base because I mistakenly thought these were Customer

Meter Deposits.

Q- DOES STAFF AND/OR RUCO PROPOSE SECURITY DEPOSITS IN RATE

BASE?

Yes.40 In fact, Staff proposes to increase Customer Meter Deposits from $68,685

to 81,798.41 Again, these are Security deposits, not customer meter deposits which

are not included in rate base. RUCO has not proposed a change to Customer Meter

Deposits as originally proposed by the Company.

Q-

6. Debt Issuance Costs.

PLEASE DISCUSS THE COMPANY'S ADJUSTMENT TO DEBT

ISSUANCE COSTS.

In rebuttal B-2 adjustment 7, as shown on Schedule B-2, page 2, the Company

proposes a remove debt issuance costs from rate base for the same reason I

indicated earlier - to help eliminate disputes.

Q.

7. Remaining Rate Bases Issues.

PLEASE DISCUSS THE REMAINING RATE BASE ISSUES BETWEEN

THE PARTIES.

The Company does not agree with RUCO's proposed adjustments to PIS for

RUCO asserted unsupported capitalized affiliate labor and/or costs that were

associated with repair work.42

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

40 michlik wwDr. at 9.

41 1¢/.

42 s Rowell Dr. at 12.
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Q- LET'S START WITH CAPITALIZED AFFILIATE LABOR. PLEASE

DISCUSS THE ISSUES RUCO HAS WITH THE AFFILIATE LABOR

COSTS.
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I have already explained the nature of the capitalized labor costs earlier. As with

the water division, RUCO finds the Company did not adequately support the

capitalized affiliate labor for the Wastewater Division because it found

discrepancies in the amounts included in the Company's B-2 wastewater schedule

and information contained in a response to RUCO 3.7. The apparent discrepancy

is shown in Table l on page 20 of Ms. Rowell's direct testimony. Table l

summaries the year-to-year capitalized affiliate profit reflected on the Company's

B-2 wastewater schedule and the information provided by the Company in

response to RUC() data request MJR 3.7. But Ms. Rowell admits that there isn't a

large discrepancy in the total amount of capitalized affiliate profit but takes issue

with the year-to-year amounts .

For example, the total capitalized affiliate profit reflected in the Company's

B-2 water schedules totals $651,163 and the total capitalized labor contained in the

information provided in response to MJR 3.7 totals $655,330 - a difference of

$4,167 or 0.6%. But, as explained by the Company in response to RUCO data

request 3.6, the capitalized labor is first recorded to construction work-in-progress

("CWIP") and later transferred to PIS when the project is placed into service. So,

the year-to-year difference will exist when the labor cost is first capitalized and

when labor cost actually is reflected in PIS.

RUCO also finds the capitalized affiliate labor information to be inadequate

because the invoices provided in response to Staff data requests 1.52 and 1.77 for

affiliate labor contained almost no relevant information. However, as explained

43 s Rowels Dr. at 18.
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above, the detail of the capitalized labor was provided to all of the parties as part of

the Company's work papers and contained all the needed information.44

Q- PLEASE COMMENT ON THE CAPITALIZED REPAIR COSTS?

The Company does not  agree with RUCO that  the repair  costs is proposes to

disallow should not have been capitalized. I have discussed the reasons why earlier

in my testimony and will not repeat them here.

Q- OK. LET'S MOVE ON. RUCO IS PROPOSING TO REMOVE $1,230,049

FROM PLANT IN SERVICE TO ADJUST FOR DIFFERENCES IN THE

STARTING BALANCE OF PLANT-IN-SERVICE. DO YOU HAVE A

COMMENT?

Yes. RUC() proposes to eliminate $1,230,049 of cost for plant because it believes

its recommended plant balance should be the starting balance from the last case.45

However, the evidence contradicts RUCO's position. The $1,230,049 of cost was

related to a sewer line that was part of CWIP at the end of the last test year, but was

actually placed into service during the test year.46 As a result, RUCO's adjustment

effectively eliminates plant found by Staff in the last rate case to be used and useful

and included in rate base.47 I have included as a copy of the rate base schedule

from Staff's surrebuttal filing in the last rate case as TJB-RB3 (Rate Base - Phase

I), which schedule matches the Company's starting balance of wastewater division

PIS and accumulat ed  deprecia t io n as  fo und o n t he  Co mpany's  wast ewat er

Schedule B-2, page 3.4.
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44 Work paper file "LSPCo CAP Profit from Acquisition to Sept30 2008.xls."

45 s Rowell Dr. at 11.

46 See Rebuttal Testimony of Dan L. Neidlinger in Docket W-01428A-01-0487 and SW-01428A-01-0487
at 7, Rebuttal Testimony of David W. Ellis in Docket W-01428A-01-0487 and SW-01428A-01-0487 at 3.

47 gee Surrebuttal Testimony of Roger D. Nash in Docket W-01428A-0l-0487 and SW-01428A-01-0487
at .
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Q- WASN'T THE LAST RATE CASE BASED ON A SETTLEMENT?

A. Yes, and, I agree with RUCO that it was difficult to determine the starting balance

of plant for the wastewater division as a result. But, the best evidence of a starting

balance of plant is Staffs schedule. RUCO's starting balance of plant in the last

case was not the result of over a dispute about whether the plant existed or its cost,

but rather a dispute about whether the costs should be included in rate base.49

Q- ARE THERE ANY OTHER REMAINING RATE BASE DISPUTES WITH

RUCO.

Yes. RUCO proposes to exclude $36,500 of cost related to work performed by

Pacific Advanced Civil Engineering related to the permitting of the Palm Valley

Water Reclamation Facility ("PVWRF").50 The Company disagrees as addressed

in more detail in the rebuttal testimony of Mr. Sorenson.5

Q- DOESN'T RUCO PROPOSE TO REMOVE NEARLY $3.5 MILLION OF

COST RELATED TO THE PVWRF?

Yes.52 RUCO recommends that 50% of the cost be disallowed because these costs

are related to correcting design problems with the PVWRF.53 The Company

disagrees with RUCO. This issue is also addressed in more detail in the rebuttal

testimony of Mr. Sorenson. 54
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48 Both Staff and the Company ultimately agreed that the full $1,230,049 was useful and useful plant in
service for the test year in the last case.

49 See Surrebuttal Testimony of Timothy J. Coley in Docket W-01428A-01-0487 and SW-0l428A-0l-
0487 at 7.

50 s Rowell Dr. at 11-12.
51 Sorensen Rb. at 18-20.

52 Id. at 13.
53 See Direct Testimony of Mathew Rowell ("M Rowell Dt.") at 4-6.

54 Sorensen Rb. at 14-15.
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Q- PLEASE RESPOND TO RUCO'S RECOMMENDATION TO INCREASE

CIAC FOR THE WASTEWATER DIVISION BY $597,670.

RUCO recommends increasing the wastewater division CIAC balance by 597,670

because the Company failed to include this amount in rate base.55 However,

RUCO is incorrect. The $597,670 was properly included in the water division rate

base. As evidenced by the Company's response to Staff data request JMM 1.28,

the $570,670 was related to expired AIAC (refundable line extension agreement).

Q- BUT DIDN'T THE COMPANY'S RESPONSE T() STAFF DATA REQUEST

JMM 1.27 INDICATE THAT THE WASTEWATER DMSION'S CIAC

BALANCE WAS $19,334,802 AND NOT $18,737,132 AS SHOWN ON THE

COMPANY'S WASTEWATER RATE BASE SCHEDULE?

Yes. The response to JMM 1.27 indicated the CIAC balance for the wastewater

division was higher by $597,670. But JMM 1.27 also indicated that the water

division CIAC was lower by $597,670.

Q- PLEASE EXPLAIN.

The response to JMM 1.27 also indicated that the water division's CIAC balance

was $2,506,398 and not $3,104,068 as shown on the Company's water division rate

base schedule in its direct filing. Putting aside the fact that the $597,670 is related

to water division CIAC, if RUCO were consistent, it should have recommended

that the water division CIAC be decreased by $597,670 and that the wastewater

division CIAC be increased by $597,670. But, again, the Company's respective

rate base schedules for the water and wastewater division already reflect the correct

level of CIAC and do not need to be adjusted.
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Iv.

Q.

INCOME STATEMENT

A. Water Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WATER DIVISION

PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES AND

IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF

AND/OR RUCO?

A. The Company rebuttal adjustments for the Water Division are detailed on Rebuttal

Schedule C-2, pages 1-14. The rebuttal income statement with adjustments is

summarized on Rebuttal Schedule C-l, page 1-2.

Rebuttal adjustment l increases depreciation expense. Depreciation expense

is  lower  pr imari ly due  to  the  impacts  of the  Company proposed  rebut ta l

adjustments to plant-in-service. The difference in depreciation expense compared

to RUCO is primarily due to a difference in the respective parties proposed PIS.

The difference in depreciation expense compared to Staff is primarily due to a

difference in the respective party's computation of CIAC amortization. Staff uses

a composite depreciation rate for all depreciable PIS where as the Company uses

account specific rates for the plant accounts funded with CIAC. The Company

disagrees with Staff" s method of computing amortization in the instant case.

Q- WHY?
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Composite depreciation rates should be used when the CIAC amounts have not

been specifically identified with the plant accounts. Historically, the Company has

tracked its CIAC with the specific plant accounts and there is no reason to change

the practice of using the depreciation rates for these plant accounts to amortize

CIAC in the instant case.
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Q- PLEASE CONTINUE.

Rebuttal adjustment number 2 increases property tax expense and reflects the

rebuttal proposed revenues. Staff and the Company are in agreement on the

method of computing property taxes. This method utilized the ADOR formula and

inputs two years of adjusted revenues plus one year of proposed revenues. I

computed the property taxes based on the Company's proposed revenues, and then

used the property tax rate and assessment ratio that was used in the direct tiling.

Amazingly, RUCO uses the test year revenues and two historical years of

revenues (2006 and 2007). This is the same method RUCO argued for nearly a

decade, but recently appeared to drop in the face of uniform rejection by the

Commission. The Commission determines property taxes using historical and

prob ected revenues.56

Q, IS RUCO'S POSITION CONSISTENT WITH THEIR POSITION IN THE

RECENT BLACK MOUNTAIN SEWER CASE?

No. In that case RUCO proposed that property taxes be computed using one year

of proposed revenues and two years of historical revenues.

Q- HAS RUCO EXPLAINED WHY IT IS NOW GOING BACK TO A

METHOD THAT HAS BEEN REJECTED IN THE PAST?

N0.57

Q. PLEASE CONTINUE.

Rebuttal adjustment number 3 removes meals and entertainment expenses

from miscellaneous expense. The adjustment reflects the Company acceptance of
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56 See, e.g., Decision No. 64282 at 12-13, Decision No. 65350 at 15-16.

57 S Rowel Dt. at 9 and 17.
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Staff proposed adjustment for meals and entertainment expenses.58 RUCO has not

proposed a similar adjustment.

Rebuttal adjustment number 4 increases bad debt expense reflecting a

normalized level of bad debt expense proposed by staff." RUCO has not proposed

a similar adjustment.

Rebuttal adjustment number 5 normalizes fuel for power production

expenses and reduces expense by $20,309. RUCO proposes to disallow $56,381 of

fuel for power expenses incurred during the test year because they are non-

recurring. However, the Company believes these are typical and recurring

expenses and seeks to help minimize issues between the parties by normalizing the

expense.

Rebuttal adjustment number 6 reflects the adoption of RUCO proposed

adjustment to revenues for the City of Goodyear ("Goodyear"). While the

Company believes that Goodyear will not be a customer in the future, at the present

time Goodyear is still receiving service.

Rebuttal adjustment number 7 reduces chemical expense for expenses that

occurred outside the test year. RUCO proposes a similar adjustment totaling

$2,309.60 However, RUCO's adjustment contains errors. A review of the invoices

identified by RUco6' and the Company's general 1edger62 indicates that all of the

amounts with the exception of a $305 invoice from Hills Brothers Chemicals are

reversed out and are not included in the test year expense. Staff does not propose a

similar adjustment.

58 Michlik w Dr. at 20.
59 Id. at 20-21.
60 S Rowell Dt. at 7.

61 See RUCO Water Schedule 3, page 4 of 15.

62 See Company response to Staff data request JMM 1.40.
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Rebuttal adjustment number 8 reduces contractual services -other expense

by $19,989 for Company proposed capitalized expenses. RUCO makes a similar

adjustment for capitalized expenses totaling $9,714.63 RUCO also proposes to

remove from expense an additional $19,912 for non-recurring expenses.64 The

Company's adjustment of $19,989 includes $10,275 of the RUCO's asserted non-

recurring expenses.

Q. WHAT IS THE REMAINING AMOUNT OF EXPENSE IN DISPUTE?

The total expense RUC() recommends be disallowed in operating expenses is

$29,625 ($9,8l4 plus $19,912). The Company recommends $19,989 of these costs

be removed from expense and capitalized leaving a difference of $9,636 ($29,625

minus $l9,989). The Company believes the remaining $9636 reflects the nature

and level of expense the Company expects to incur on a going forward basis and

therefore the costs should be allowed in operating expense.

Adjustment number 9 reduces contractual services .- other which reflect a

portion of the $8,451 RUCO seeks to remove from expense.65

Q. WHAT ARE THE EXPENSES INCLUDED IN RUCO'S PROPOSED

ADJUSTMENT THAT THE COMPANY AGREES TO REMOVE?

The Company agrees to remove the allocated portion expenses related to a holiday

party and the costs for Diamondbacks games. RUCO seeks to exclude the costs of

dues and memberships, business publications, and travel. The Company believes

these are prudent and necessary expenses.
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63 See RUCO Water Schedule 3, page 5 of 15, lines 1-4.

64 See RUCO Water Schedule 3, page 5 of 15, lines 7-15.

65 See RUCO Water Schedule 3, page 7 of 15.
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Q- PLEASE CONTINUE.

Rebuttal adjustment 10 reflects an increase to the allocated affiliate central office

costs and reflects actual cost incurred by the central office for the test year of

$5,l25,785.66 The Colnpany's adjustment is detailed on Rebuttal Schedule C-2,

page 11.

Q- DID THE COMPANY REMOVE THE COSTS OF CHARITABLE

CONTRIBUTIONS, ENTERTAINMENT EXPENSES, AWARDS, AND IRS

PENALTIES FROM ITS CENTRAL OFFICE ALLOCATION POOL?

Yes. The Company removed $191,828 of costs Staff recommends to be disallowed

in operating expenses.67

Q~ PLEASE COMMENT ON STAFF'S ADJUSTMENT FOR ALLOCATED

CENTRAL OFFICE COSTS?

Staff is recommending an expense level of $1,595 based on an adjusted central

office allocation pool of $113,224 and an allocation factor of 1.41 percent. Staff's

allocation method and analysis of the benefits to LPSCO's water and wastewater

divisions is flawed. Staff eliminates 97 percent of the central office cost allocation

pool before allocating the remaining 3 percent to LPSCO's water and wastewater

divisions. As I testified in the pending BMSC rate case, APIF incurs the central

office cost for the benefit of its subsidiary businesses. APIF provides management,

financial, audit, tax, legal resources, and corporate governance for all of its

subsidiary businesses that would otherwise be incurred if they were a stand-alone

business. In other words, but for the subsidiary business APIF would not have

central office costs. But the real benefit under the APIF model is there enormous

economies of scale that are achieved.
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66 See Company response to Staff data request JMM 5.5 .

67 Michlik W Dt. at 18.
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Q- PLEASE COMMENT ON RUCO'S ADJUSTMENT TO ALLOCATED

CENTRAL OFFICE COSTS?

First,

In its direct testimony, RUCO recommends disallowing all the central office costs

for the water division.68 RUCO agrees with the cost allocation methodology for

Liberty Water, but disallows all of the cost allocation from Algonquin Power Trust

("APT").69 RUCO bases its recommended disallowance of central office cost

allocation on several factors. RUCO claims it could not reconcile the

Company indicated central office cost allocation of $250,979 with the amounts

based on the Company's billings for central office costs of $291,708.70 Second,

RUC() claims that during the test year, the Company increased its central office

cost billings without providing any explanation.71 Third, RUCO asserts the central

office cost invoices do not contain sufficient detail. Finally, RUCO claims that

the Company has not sufficiently explained the central office costs to determine

whether the services provided are necessary for the provision of service of

LPSCQ73

72

Q- PLEASE RESPOND TO RUCO'S CRITICISMS OF THE CENTRAL

OFFICE COST ALLOCATION?

With respect to the first criticism, RUCO is correct that the actual Water Division

central office costs for the test year were $291,708. The $250,979 was based on a

2008 calendar year budget. RUCO's inability to reconcile those numbers stems

from RUCO's failure to understand that those numbers apply to a different time
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es M Rowell Dt. at 13.

69 M Rowell Dr. at 12-13.

70Id.

71Id.

7214.

731@

FENNEMORE CRAIG
A PRUFFSSIUNAL CURl'()R"\TI{)N

P1|o|::~J 1x

A.

A.

34



periods. As noted, the $250,979 amount is for the budgeted central office costs for

the 2008 calendar year (January through December 2008) whereas the $291,708

amount is for billed central office costs during the test year (September 2007-

October 2008). As I testified earlier, the central office costs have now been trued-

up to the actual test year central office costs incurred. Based on the Company's

rebuttal adjustment discussed previously, the correct allocation based on actual test

year cost is $310,479.74

Q. PLEASE RESPOND TO RUCO'S OTHER CRITICISMS OF THE

CENTRAL OFFICE COST ALLOCATION?

RUCO's second criticism is without merit. On this point, RUCO asserts that it

failed to explain or justify the increase in management fees from its affiliates.

RUCO admits that that the new method of cost allocation was not through the test

year.75 The increase in the central office management fees during the test year is

irrelevant because the increased fees were the result of increased costs. As I

discussed previously, the actual central office cost pool for the test year is over $5

million and the water division's allocated cost is much higher. It would appear that

the management fee increase was justified since the allocated central office cost of

$310,479 is much higher than the test year fees of $291,708.

RUCO's third and fourth criticisms also are without merit. I have examined

the documentation and there is sufficient detail to determine the nature and

amounts of the cost incurred by APT for the benefit of its subsidiaries.76 A full

description of the cost categories was also provided to Rico."
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74 See Rebuttal Schedule C-2, page 11, Adjustment Number 11.

75 Id. at 9.
76 See Company response to Staff data request JMM 5.5.

77 See Company response to Staff data request JMM 5.3.
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Q- ARE THERE ANY APPLICABLE REGULATORY GUIDELINES

RELATING TO SUPPORTING ITS AFFILIATE COST ALLOCATIONS

AND DID LPSCO FOLLOW THEM?

A. Yes, and in my opinion, LPSCO complied with the applicable regulatory

guidelines in supporting and detailing its affiliate cost allocations. Specifically, I

believe that LPSCO complied with the National Association of Regulatory Utility

Commissioners ("NARUC") 1996 Uniform System of Accounts for Class A Water

Utilities, which states in paragraph 15 that "Each utility shall keep its accounts and

records so as to be able to furnish accurately and expeditiously statements of all

transactions with associated companies. The statements may be required to show

the general nature of the transactions, the amounts involved therein and the

amounts included in each account prescribed herein with respect to such

transactions." In my opinion, LPSCO's affiliate cost documentation meets the

NARUC System of Accounts. I also believe the LPSCO's affiliate cost allocation

methodology meets the NARUC Guidelines for Cost Allocations and Affiliate

Transactions.

Q. PLEASE CONTINUE.

Rebuttal adjustment 11 reflects the synchronization of interest expense with the

Company's proposed rate base.

Rebuttal adjustment 12 reflects income taxes at Company's proposed rates.
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Q.

1. Remaining Revenue and Expense Issues.

PLEASE IDENTIFY ANY REMAINING ISSUES IN DISPUTE WITH

RUCK AND/OR STAFF.

RUCO recommends that $153,174 of allocated costs for the Water Division from

Liberty Water (formerly AWS) be disallowed.78 One of the reasons RUCO uses to

78 M Rowell Dt. at 12.
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justify the disallowance is that the Costs cannot be reconciled to the test year.79

However, these Liberty Water allocated costs do reconcile. Let me explain. In

Table3 on page 10 of Mr. Rowell's direct testimony, Mr. Rowell shows the total of

the allocated contract services for the Water Division from Liberty Water from as

In addition, Mr. Rowell shows the Recon fees to 4-factor for the

Water Division as $728,574 which is also found in Table 3 but located on page ll

of his testimony. The two amounts total $2,248,753 which is the amount recorded

in the test year for the Water Division. Below is the detail of the test year recorded

Costs:80

$1,520,179.

Account/Description
8600-2-0100-69-5200-0110 Contractual Services-AWS
8600-2-0100-69-5200-0120 Admin Allocation - AWS
8600-2-0100-50-5200-0110 Contractual Services-AWS

Total

Amount
510,643.02
728,574.18

1,009,535.94
2,248,753.14

In the Company direct tiling, these costs were trued-up to the new cost allocation

methodology cost of $1,942,519 by a reduction to the test year expenses of

$306,234.81 The $1,942,519 is the same amount contained the documentation

provided to RUCO.82

Q. WHAT OTHER REASON DOES RUCO PROVIDE FOR

RECOMMENDING DISALLOWANCE OF $153,714 OF ALLOCATED

LIBERTY WATER (AWS) COSTS?
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79 14
80 See Company work paper file "Item #23 LPSCO Income Statement Comp by Segment 2005 2006 2007
2008.xls" provided in response to Staff data request JMM 2-10.

81 See Direct Schedule C-2, page 12, Adjustment Number ll.

82 See also Company response to RUCO data request MIR 3.3(b).
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That the Company did not provide an explanation of what the allocations were.83

However, RUCO was provided an explanation of costs and how the various types

of cost are allocated under the new methodology.84 Put simply, RUCO claims that

LPSCO did not explain exactly what costs were included in the "Recon fees to 4

factor." For that reason, RUCO disallowed the $153,714. Again, however, RUCO

and Mr. Rowell simply did not understand that the "Recon fees to 4 factor" was a

reconciliation and true-up of the 4 factor formula to the entire test year. In his

deposition, Mr. Rowell agreed that it is appropriate for LPSCO to true up and

reconcile the 4 factor data to the actual costs incurred.

Q- PLEASE COMMENT ON DIFFERENCES BETWEEN THE PARTIES ON

RATE CASE EXPENSE.11

At this stage of the proceeding both the Company and Staff are proposing rate case

expense of $210,000 for the water division and the same amount for wastewater.

This is consistent with the Company's original estimate of a total of $420,000 for

the entire case. However, Staff is recommending an amortization period of five

years and an annual level of expense in the test year of $42,000.85 Mr. Michlik

justifies his amortization period because the Company has not tiled a case in nine

years.86 However, as Mr. Sorensen testifies, that is not likely to happen again.87

This places authorized rate case expense at risk for non-recovery if the Company

were to come in before Staff' s amortization period has passed.
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83 M Rowels Dr. at 12.
84 See Company response to RUCO MJR 2.5.

85 mi¢h1ik Dr. at 18.
86 Id.
87 Sorensen Rb. at 10.
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Q. WHAT ABOUT RUCO'S RECOMMENDATION ON RATE CASE

EXPENSE?

A. RUCO is recommending a $50,000 annual level of rate case expense.88 However, I

do not know how RUC() determined that amount since there is no testimony or a

detail schedule showing the computation. As a result , I am unable to respond at

this time except to say that amount is too low.

Q-

B. Wastewater Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WASTEWATER

DIVISION PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES

AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

STAFF AND/OR RUCO?

The Company rebuttal adjustments for the Wastewater Division are detailed on

Rebut t al Schedule C-2,  pages 1-14. The rebut t a l income st a t ement  wit h

adjustments is summarized on Rebuttal Schedule C-l, page 1-2.

Rebuttal adjustment l increases depreciation expense. Depreciation expense

is  lo wer  p r imar ily due  t o  t he  impac t s  o f t he  Co mpany p ro po sed  r ebu t t a l

adjustments to plant-in-service. The difference in depreciation expense compared

to RUCO is primarily due to a difference in the respective parties proposed PIS.

The difference in depreciat ion expense compared to Staff is primarily due to a

difference in the respective party's computation of CIAC amortization. Staff uses

a composite depreciation rate for all depreciable PIS where as the Company uses

account  specific rates for the plant  accounts funded with CIAC. The Company

disagrees with Staff" s method of computing amortization in the instant case.
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26 88 See RUCQ Water Schedule 4, page 1 of 15.
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Q- WHY?

Composite depreciation rates should be used when the CIAC amounts have not

been specifically identified with the plant accounts. Historically, the Company has

tracked its CIAC with the specific plant accounts and there is no reason to change

the practice of using the depreciation rates for these plant accounts to amortize

CIAC in the instant case.

Q. PLEASE CONTINUE.

Rebuttal adjustment number 2 increases property tax expense and reflects the

rebuttal proposed revenues. All the parties are in agreement on the method of

computing property taxes. This method utilized the ADOR formula and inputs two

years of adjusted revenues plus one year of proposed revenues. I computed the

property taxes based on the Company's proposed revenues, and then used the

property tax rate and assessment ration that was used in the direct filing.

Rebuttal adjustment number 3 removes contractual services costs (Aerotek)

that are related to BMSC's cost of service.

Rebuttal adjustment number 4 removes meals and entertainment expenses

from miscellaneous expense. The adjustment reflects the Company acceptance of

Staff proposed adjustment for meals and entertainment expenses.89 RUCO has not

proposes a similar adjustment.

Rebuttal adjustment number 5 reduces bad debt expense reflecting a

normalized level of bad debt expense proposed by Staff.90 RUCO has not proposed

a similar adjustment.

Rebuttal adjustment number 6 reduces contractual services -other expense

by $33,705 for Company proposed capitalized expenses. RUC() makes a similar
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89 Michlik WW Dr. at 18.

90 161. at 19.
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adjustment for capitalized expenses totaling $17,124.91 RUC() also proposes to

remove from expense an additional $16,582 for non-recurring expenses.92

RUCO'S total adjustment of $33,706 ($l7,l24 plus $l6,582) is substantially the

same as the Company's adjustment of $33,705. However, RUCO also proposes to

remove $19,784 for effluent clean-up93,

sewer line cleaning94 which the Company disagrees. The Company believes the

$19,784 and the $16,428 reflect the nature and level of expense the Company

expects to incur on a going forward basis and therefore the costs should be allowed

in operating expense.

Adjustment number 7 reduces contractual services - other for rate case costs

which are already included in rate case expense. RUC() has proposed a similar

adjustment95 and the Company is substantial agreement with the Company.

Adjustment number 9 reduces contractual services - other which reflect a

portion of the $3,128 RUCO seeks to remove from expense.96

$16,428 for grounds maintenance and

Q. WHAT ARE THE EXPENSES INCLUDED IN RUCO'S PROPOSED

ADJUSTMENT THAT THE COMPANY AGREES TO REMOVE?

The Company agrees to remove the allocated portion of expenses related to a

holiday party and the costs for Diamondbacks games. RUCO seeks to exclude the

costs of dues and memberships, business publications, and travel. The Company

believes these are prudent and necessary expenses.
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91 See RUCO Wastewater Schedule 3, page 5 of 19, lines 1-8.

92 See RUCO Wastewater Schedule 3, page 5 of 19, lines l 1-15.

93 See RUCO Wastewater Schedule 3, page 5 of 19, lines 18-20.

94 See RUCQ Wastewater Schedule 3, page 5 of 19, lines 23-26.

95 See RUCO Wastewater Schedule 3, page 5 of 19, lines 29-32.

96 See RUCO Water Schedule 3, page 7 of 15.
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Q- PLEASE CONTINUE.

Rebuttal adjustment 10 reflects an increase to the allocated affiliate central office

costs and reflects actual cost incurred by the central office for the test year of

$5,l25,785. The central office costs reflected in the actual test year expenses

were based on a budget of approximately $3,950,800. The Company's adjustment

is detailed on Rebuttal Schedule C-2, page 10.

97

Q~ THE COMPANY REMOVE THE COSTS OF CHARITABLE

CONTRIBUTIONS, ENTERTAINMENT EXPENSES, AWARDS, AND IRS

PENALTIES FROM ITS CENTRAL OFFICE ALLOCATION POOL?

DID

Yes. The Company removed $191,828 of costs Staff recommends to be disallowed

in operating expenses."

Q- PLEASE COMMENT ON STAFF'S ADJUSTMENT FOR ALLOCATED

CENTRAL OFFICE COSTS?

Staff is recommending an expense level of $1,595 based on an adjusted central

office allocation pool of $113,224 and an allocation factor of 1.41 percent. Staffs

allocation method and analysis of the benefits to LPSCO's water and wastewater

divisions is flawed. Staff eliminates 97 percent of the central office cost allocation

pool before allocating the remaining 3 percent to LPSCO's water and wastewater

divisions. As I testified in the pending BMSC rate case, APIF incurs the central

office cost for the benefit of its subsidiary businesses. APIF provides management,

financial, audit, tax, legal resources, and corporate governance for all of its

subsidiary businesses that would otherwise be incurred if they were a stand-alone

business. In other words, but for the subsidiary business APIF would not have
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97 See Company response to Staff data request JMM 5.5.

98 Mi¢h1ik WW Dr. at 16.
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central office costs. But the real benefit under the APIF model is there enormous

economies of scale that are achieved.

Q- PLEASE COMMENT ON RUCO'S ADJUSTMENT TO ALLOCATED

CENTRAL OFFICE COSTS?

A. RUCO recommends disallowing all the central office costs for the wastewater

division.99 RUCO bases its recommended disallowance of central office cost

allocation on several factors. First, RUCO could not reconcile the Company

indicated central office cost allocation of $267,462 with the amounts based on the

Company's billings for central office costs of $191,850."00

that during the test year, the Company increased its central office cost billings

without providing any explanation.10l Third, RUC() again asserts the central office

cost invoices do not contain sufficient detai1.'°2 Finally, RUCO claims that the

Company has not sufficiently explained the central office costs to determine

whether the services provided are necessary for the provision of service of

Lpsco.103

Second, RUCO asserts

Q. PLEASE RESPOND TO RUCO'S CRITICISMS OF THE CENTRAL

OFFICE COST ALLOCATION?

With respect to the first criticism, RUCO is correct that the actual wastewater

division central office costs for the test year were $191,850. The $267,462 was

based on a 2008 calendar year budget. As noted above, RUCO's inability to

reconcile those numbers stems from RUCO's failure to understand that those
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99 M Rowell Dt. at 13 .
100Id

lot I d

102 Id.

103 Id.
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numbers apply to different time periods. As also noted, the $267,462 amount is for

central office costs for the 2008 calendar year (January-December 2008), whereas

the $191,850 amount is for central office costs incurred during the test year

(September 2007-October 2008). Based on the Company's rebuttal adjustment

discussed previously, the correct allocation based on actual test year cost is

$343,688.104 I have responded to the other criticisms earlier in my testimony and

will not repeat that testimony here. would note that, again, I believe that

LPSCO's documentation in support of its affiliate cost allocations meets the

applicable NARUC guidelines as mentioned above.

I

Q- PLEASE CONTINUE.

Rebuttal adjustment 10 reflects the synchronization of interest expense with the

Company's proposed rate base.

Rebuttal adjustment ll reflects income taxes at Company's proposed rates.

1. Remaining Revenue and Expense Issues.

RUC() recommends that $102,116 of allocated costs for the wastewater division

from Liber ty Wate r  ( fo rmer ly Algonqu in  Wate r S e r v i c e s  o r  AW S )  b e

disallowed." One of the reasons RUCO uses to justify the disallowance is that the

Costs cannot be reconciled to the test year.l06 However, these Liberty Water

allocated costs do reconcile. Let me explain. In Table 3 on page 10 of Mr.

Rowell's direct testimony, Mr. Rowell shows the total of the allocated contract

services for the Wastewater Division from Liberty Water as $l,260,574. In

addition, Mr. Rowell shows the Recon fees to 4-factor for the wastewater division

as $785,716 which is also found in Table 3 but located on page 11 of his testimony.
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104 See Rebuttal Schedule C-2, page 10, Adjustment 9.

105 M Rowell Dr. at 12.
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The two amounts total $1,746,290 which is the amount recorded in the test year for

the Wastewater Division. Below is the detail of those recorded costs:l07
Account and Description

8600-2-0200-69-5200-Ol 10 Contractual Services-AWS
8600-2-0200-69-5200-0120 Admin Allocation - AWS
8600-2-0200-50-5200-0110 Contractual Services-AWS

Tote I

Amount
539,992.43
485,716.12
720,581,27

1,746,289,83

In the Company direct filing, these costs were trued-up to the new cost allocation

methodology cost  o f $2,092,975 by an increase to  the t est  year  expenses of

$346,685.108 The $2,092,975 is the same amount contained the documentation

provided to RUC0.109 I also would restate what I noted above. RUC() claims that

LPSCO did not explain exactly what costs were included in the "Recon fees to 4

factor" and, therefore, Mr. Rowell disallowed $l02,l16 in costs. Again, however,

RUCO and Mr. Rowell simply did not understand that the "Recon fees to 4 factor"

was a reconciliation and true-up of the 4 factor fionnula to the entire test year. I

also would restate that, in his deposition, Mr. Rowell agreed that it is appropriate

for LPSCO to true up and reconcile the 4 factor data to the actual costs incurred.

[INTENTIONALLY LEFT BLANK]
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107 See Company work paper file "Item #23 LPSCO Income Statement Comp by Segment 2005 2006 2007
2008.xls" provided in response to JMM 2-10.

108 See Direct Schedule C-2, page 12, Adjustment Number ll.

109 See also Company response to RUCO data request MJR 3.3(b).
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Job Invoice

August 27, 2001

Yahweh Contracting LLC
7019 w. Georgia Ave.
Glendale, As

To: LPSCO Water Co.

Address: 111 W. Wigwam Blvd.

om Material Amount

205 HONEYSUCKLE

IUnitl

$4000.00

New 2" water line to wigwam outlet
5 new water services 1"
Backhoe, labor, sawout, Materials, Truck, Tools

Insurance, Sales Tax

Remainding balance of job
$4000.00
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System: 11/10/09

User Date: 11/10/09

10:59:21 AM cnnax-nor. corporation

nocuuna-r zuczunw REPORT

sales order Processing

Page: 1

teaser ID: Kellie

Ranges: From:

Document Number 28331

Customer ID First

Doc\m1em: Date First

Batch m First

Document Type First

Master number First

To:

28331

Last

Last
Lash

Last
Last

Sorted By: Document Nuzuher/Docuuuax1\: Type Include: History

I Voided

Master No,

Customer ID Document: Nuamber Type Type Hz Date Batch ID Subtotal Custamar PD Number

customer name * Trade- Discount Freight Miscellaneous Tax - Total

92547-1 4 2.8331 - ORD swnoan 1/10/02 INVD3 I11/02 $36, 125 a go 31-RMI'1181

Pacific ranmental Resourizé $38,250,€303,658 $0.00 $2,125.00 so .to $o.00

Total Documents: 1



TJB-RB3
(Rate Base - Phase I)



ORIGINAL COST
COMPANY
AS FILED

STAFF
ADJUSTMENTS REF

STAFF AS
ADJUSTED

LINE
NO DESCRIPTION

0 I

s

1
I

f

I
I

LITCHFIELD PARK SERVICE COMPANY
SEWER DIVISION
DOCKET no. WS-0428A-01-0487 & W-01427A-01-0487

SURREBUTTAL
SCHEDULE RDN-3

I
ORIGINAL COST RATE BASE

rAn IB] [CI

I

1
2
3
4

Gross Utility Plant in Service
Less:

Accumulated Depreciation
Net Utility Plant in Service

$ 9,110,164 3,300,241 1,2 $ 12,410,405

758,143
8,352,021 $

622,885
2,677,356

3
$

1,381,028
11,029,377

Less:
5 Contribution in Aid of Construction
6 Less Amortization of CIAC
7 Net CIAC

0
0
0

2,070,191
488,918

1,581,273

2,070,191
488,918

1,581,273

8
9

10

Less:
Advances In Aid of Construction

Deferred Income Taxes
Total Deductions

0
353,513
353,513

0

1,581,273

0
353,513

1,934,788

11
12
13

Plus:
CWIP

Allowance for Working Capital
Total Rate Base

4
5

$

1,230,049
84,968

9,313,525 $

(1 ,230,049)
(2,187)

(138,153) $

0
82,781

9,177,372

I.

I

l
I

i
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rebuttal Schedule A-1
Page 1
Witness: Bourassa

Line
Na*

Fair Value Rate Base s

Adjusted Operating Income

Current Rate of Return

37,502,569

(24,837)

-0.07%

$ 4,125,283

11.00%

Required Operating Income

Required Rate of Return on Fair Value Rate Base

Operating Income Deficiency

Gross Revenue Conversion Factor

$ 4,150,119

1.6286

Increase in Gross Revenue Revenue Requirement

Adjusted Tes! Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

s
s
$

6,759,028

6,878,709
6,759,028

13,637,738
98.26%

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Customer
Classification
5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch

Residential
Residential
Residential
Residential
Residential
Residential
Subtotal

$ $ $

$

7,929
2,023,567
1 ,986,898

54,252
159,078

19,356
4,251,079 $

12,382
4,687,168
4,526,700

96,290
234,227
32,030

9,588,796 $

4.453
2,663,601
2,539,802

42,038
75,149
12,675

5,337,717

56.16%
131.63%
127.83%
77.49%
47.24%
65.48%

125.56%

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch
8 Inch
10 Inch

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Subtotal

$ 24,344
12,320
31,023
64,158

394,253
64,990
17,579

$ 40,954
30,065
71,401

113,680
586,940
108,554
31,839

$ 16,610
17,745
40,379
49,522

192,688
43,564
14,260

$ 608,665 $ 983,433 $ 374,768

68.23%
144.04%
130.16%
11.19%
48.87%
67.03%
81.12%
0.00%

61_57%
0.00%

5/8 Inch
3/4 Inch
1 Inch
t.s Inch
2 Inch
4 Inch

Irrigation
Irrigation
Irrigation
Irrigation
irrigation
Irrigation
Subtotal

$ 36,970
151,173
148,413
908,626
104,340

$ 82,378
310,185
262,651

1,504,279
180,169

$ 45,407
159,013
114,238
595,653
75,829

$ 1,349,523 $ 2,339,663 $ 990,140

105.19%
76.97%
65.56%
72.67%
0.00%

73.37%

Hydrant
Subtotal Revenues before Annualization
Revenue Annualization
Miscellaneous Revenues
Reconciling Amount H-1 to C-1
Total of Water Revenues (a)

$
$

403,707
6,612,974

$
$

455,597
13,367,490

$
$

51,891
6,754,516

12.85%
102.14%

0.00%
98.26%
0.00%

50.06%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61

6,878,710 13,637,737

$ 13,491,584 $ 27,005,227 $

6,759,028

8,754,516

SUPPORTING SCHEDULES:
Rebuttal B-1
Rebuttal C-1
Rebuttal C-3
Rebuttal H-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rebuttal Schedule B-1
Page 1
\Maness: Bourassa

Line
M ;

Original Cost
Rate base

Fair Value
Rate Base

Gross Utiity Plant in Sen/ice
Less: Accumulated Depreciation

$ 73,705,658
9,027,020

$ 73,705,658
9,027,020

Net Utility Plant in Service $ 64,678,638 $ 64,678,638

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction

22,336,975

3,096,180

22,336,975

3,096, 180

Accumulated Amortization of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes 8- Credits

2,238,022
448,160

2,238,022
448,160

Plus:
Unamortized Debt lssuanoe
Costs

Deferred Reg Assets
Working capital

82,561 82,561

Total Rate Base $ 37,502,569 $ 37,502,569

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

SUPPORTING SCHEDULES:
Rebuttal B-2
Rebuttal B-3
Rebuttal B-5

RECAP SCHEDULES:
Rebuttal A-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rebuttal Schedule B-2
page 1
Witness: Bourassa

Line
M;

Actual
at

End of
Test Year

Proforma
Adjustment

Amount

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 73,731,815 (26,157) $ 73,705,658

Less:
Accumulated
Depreciation 9,107,141 (80,121) 9,027,020

Net utility Plant
in Service $ 64,624,674 $ 64,678,638

Less :
Advances in Aid of
Construction 24,583,673 (2,246,699) 22,336,975

Contributions in Aid of
Construction 3,104,068 (7,888) 3,096,180

Accumulated Amort of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes 8< Credits

68,685
21,451

2,169,337
426,709

2,238,022
448,160

134,528
82,561

(134,528)

Plus:
Unamortized Debt Issuance
Costs

Deferred Reg. Assets
Working capital

82,561

Total $ 37,924,592 $ 37,502,569

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTING SCHEDULES:
Rebuttal B-2, page 2

RECAP SCHEDULES:
Rebuttal B-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rebuttal Schedule B-2
Page 3.1
Witness: Bourassa

Post Test Year Plant

Post Test Year Plant per Rebuttal $ 1,885,770

Post Test Year Plant per Direct $ 1,866,965

Increase (Decrease) in Plant-in-Service $ 18,805

Account 320.1 - Water Treatment Equipment s 18,805

Line
N i ;
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

See Staff Adjustment 2 Schedule JMM-W5



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rebuttal Schedule B-2
Page 8.2
VVhtness: Bourassa

Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 - Other Plant and Miscellaneous Equipment

$ (41,971)
(31,158)
(5,750)

Increase (Decrease) in Plant-in-Service $ (78,879)

Line

bi;
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

For related AIAC and CIAC see Rebuttal Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-W6 (from Exhibit MSJ Table H-1)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

Exhibit
Rebuttal Schedule B-2
Page 3.3
VWtness: Bourassa

Capitalized Expenses

$ 1,114
1,380
4,823
4,072

307 - wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd War Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well rehabilitation)
Total For 307 - Wells and Springs $ 11,389

331 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.) 8.600

Line

NO
1
2
3
4
5
6
7
8
g
10
11

12
13
14

Total Capitalized Expenses $ 19.989

See Testimony



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Exhabal
Rebuttal Schedule B-2
Page 3.4
Witness: Bourassa

Remove Office Rent

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14

307 - Wells and Springs - Succor Development Company (2002) $ (7,072)

See Testimony
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rebuttal Schedule B-2
Page 4.1
V\htness: Bourassa

A/D Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 - Other Plant and Miscellaneous Equipment

$ (41,971)
(31,158)
(5,750)

Line

.Nile
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Increase (Decrease) in Plant-in-Service $ (78,879)



LitchfieldPark Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Exhibit
Rebuttal Schedule B-2
Page 4.2
VWtness: Bourassa

A/D on Capitalized Plant

Acct.
307
331

Decsription
Wells and Springs
Trans. and Dist. Mains

Dear.
Rate

3.33% $
2.00%

Original
Cost

11,389
8,600

Yr
Factor
0.375
0,375

Depreciation
$ 142

65

Increase (Decrease) in Plant-in-Service $ 207

Line

M L
1
2

3

4

5
6
7

8

9
10

11
12

13

14.
15
16

17

SUPPORTING SCHEDULE
Rebuttal B-2, page 3.3



Litchfield Park Service Company Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 . C

Exhibit
Rebuttal Schedule B-2
Page 4.3
Witness: Bourassa

ND on Removed Capitalized Office Rent

Acct.
307
307

Decsriotion
Wells and Springs
Wells and Springs

Dear.
Rate

3.33% $
2.62%

(7,072)
(7,072)

Yr
Favor
5.79
0.46

Depreciation
$ (1 ,363)

(85)

increase (Decrease) in Plant-in-Service $ (1,449)

Line

_
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULE
Rebuttal B-2, page 3.4

Oriqinal
Cost
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 4

Exhibit
Rebuttal Schedule B-2
Page 6
V\htness: Bourassa

Plant Retirements

Advances-in-Aid of Construction $ (8,677)

Line

_*Q
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Constributions-in-Aid of Construction $ (7,888)

See Staff Adjustment 1 Schedule JMM-W6



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rebuttal Schedule B-5
Page 1
Witness: Bourassa

Cash Working Capital (1l8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)

$ 437,861
42,242

209

Total Working Capital Allowance $ 480,312

Working Capital Requested $

Line
No.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
Rebuttal C-1

RECAP SCHEDULES:
Rebuttal B-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Income Statement

Exhibit
Rebuttal Schedule C-1
Page 1
Witness: Bourassa

Line
No.

Test Year
Adjusted
Results Adjustment

Rebuttal
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rebuttal
Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 6,347,481 $ 403,707 $ 6,751,188 $ 6,759,028 $ 13,510,216

$
127,522

6,475,002 s 403,707 s
127,522

6,878,709 $ 6,759,028 s
127,522

13,637,738

Operating Expenses
$ s$

5,011
1,013.811

58,147
503,278
44,001

(20,309)
(305)

5,011
1,013,811

37,839
502,973

44,001

5,011
1,013,811

37,839
502,973
44,001

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Outside Services- Other
Outside Sewices- Legal
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case

(4,409)
12,469

2,378,567
14,317
28,365
10,647

151 ,879
95,469

3,319
63,662
70,000
80,637

8,548
2,287,267

12,469
2,378,567

14,317
28,365
10,647

151,879
95,469

3,319
63,662
70,000
80,837
8,548

2,287,267

12,469
2,382,976

14,317
28,365
10,647

151 ,879
95,469
3,319

63,662
70,000
81,664
3,264

2,291 ,982

(827)
5,284

(4,715)

s
$

373,338
(449,705)

6,757,892
(282,890)

$
$

6,157
164,778
145,654
258,053

s
$

379,495
(284,927)

6,903,546 $
(24,837) $

2,608,909
2,608,909
4,150,119

$
$

379,495
2,323,982
9,512,455
4,125,283

Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income (loss)
Interest Expense
Other Expense

(432,478) 4,068 (428,410) (428,410)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(432,478)
(715,368)

$
$

4.068
262,121

$
$

(428,410) $
(453,247) $ 4,150,119

$
$

(428,410)
3,696,872

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

SUPPORTING SCHEDULESz
Rebuttal C-1, page 2

RECAP SCHEDULES:
Rebuttal A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Rebuttal Schedule C-2
Page 2
V\htness: Bourassa

Line
No.

Depreciation Expense Rebuttal
Adjusted
o r i g i n a l

Cost
21 ,100

Proposed
Rates

Rebuttal
Depreciation

Expense

1,284,595
24,649,251 820,820

2,393,491 79,703

202,269
917,055

1,337,824
1,885,770

10,113
114,632

44,550
52,795

439,244 9,751

28,929,171
4,249,744
4,138,752
2,055,781

38,387
259,531
551,757

578,583
141,516
344,758

41,116
2,560

17,311
36,802

177,165
31,711
23,350

35,433
1.268
1.168

Acct.

MQ
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs 8= Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Mise. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

119,710

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%

4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

11,971

TOTALS $ 73,705,658 $ 2,354,852

Less: A
311
331
333
334
335

amortization of Contributions
Electric Pumping Equipment
Trans. and Dist. Mains
Services
Meters
Hydrants

$ 12 . 5000%
2.0000%
3. 3300%
8.3300%
2.0000%

s

$

15,219
2,854,513

151,402
29,899
52,935

3,104,068 $

(1,902)
(57,092)

(5,042)
(2,491 )
(1,059)

(67,586)

Total Depreciation Expense

Test Year Depreciation Expense

S 2,287,267

Increase (decrease) in Depreciation Expense

2,291,982

(4,715)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

54
55

56
57
58
59

Adjustment to Revenues and/or Expenses s (4,715)

SUPPORTING SCHEDULE
B-2, page 3
B-2, page 6.4



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Rebuttal Schedule C~2
Page 3
V\htness: Bourassa

Line
No.

ProgeNy Taxes:

$ 6,878,709
6,878,709

13,637,738
9,131 ,719

18,263,437
$
$

$

Adjusted Revenues in year ended 09/30/08
Adjusted Revenues in year ended 09/30/08
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment 94,101

Full Cash Va\ue
Assessment Ratio
Assessed Value
Property Tax Rate

$ 18,169,337
21%

3,815,561
9.5187%

Property Tax
Plus: Tax on Parcels

363,193
15,302

sTotal Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in Property Taxes $

379,495
373,338

6,157

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 6,157



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

ADJUSTMENTS TO REVENUES AND/OR EXPENSES
Adjustment Number 3

Exhibit
Rebuttal Schedule C-2
Page 4
VWtness: Bourassa

Contractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company $ (42,200)

Increase(decrease) in Contractual Sewioes $ (42,200)

Adjustment to Revenue and/or Expense $ (42,200)

Line

_rid_.
1
2
3
4
5
6
7

8
g
10
11

12
13
14
15
16
17
18
19
20

See Testimony



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Rebuttal Schedule C-2
Page 4
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (827)

Increase(decrease) in Materials and Supplies $ (827)

Adjustment to Revenue and/or Expense $ (827)

Line

P M
1
2
3
4
5
6
7
8

g
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W1G Adjustment #3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Rebuttal Schedule C-2
Page 5
V\htness: Bourassa

Normalized Bad Debt Expense

Bad Debt Expense per Direct

$ 8,548

3,264

\increase(decrease) in Bad Debt Expense $ 5,284

Line
ML

1 Bad Debt Expense
2
3
4
5
6
7
8
g

10

11

12

13

14

15 SUPPORTING SCHEDULES

16 Staff Schedule JMM-W17 Adjustment #4

17

18

19

20

Adjustment to Revenue and/or Expense $ s,284



4

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 5

Exhibit
Rebuttal Schedule C-2
Page 6
VWtness: Bourassa

Normalize Fuel For Power Production

$2006 - Fuel for Power Production expense
2007 - Fuel for Power Production expense
2008 - Fuel for Power Producion expense
Total $

309
55,059
58,147

113,516

Normalization period - 3 years 3.00

$ 37,839Normalized Fuel for Power Production expense

Adjusted Test Year Fuel for Power Production expense 58.147

increase(decrease) in Fuel for Power Production $ (20,309)

Adjustment to Revenue and/or Expense $ (20,309)

Line

M L
1
2
3
4
5
6
7
8
9

10
11
12
13
14

15
16
17

18
19
20

SUPPORTING SCHEDULES
E-2



1
¢,\

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Rebuttal Schedule C-2
Page 7
Vvtnessz Bourassa

Revenue Annualization

Reverse Proforma Reduction if Revenues from City of Goodyear $ 403,707

increase(decrease) in Revenues $ 403,707

Adjustment to Revenue and/or Expense $ 403,707

Line

MQ
1
2
3
4
5
6
7

8
9
10

11
12
13
14
15
16
17
18
19
20
21

SUPPORTING SCHEDULE
RUCO Schedule 4, page 2 of 15 Adjustment No. 1



Litchfield Park Service Company Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rebuttal Schedule C-2
Page 8
V\htness: Bourassa

Chemicals Expense

Hills Brothers Chemicals expense outside the test year. $ (305)

Increase(decrease) in Chemicals Expense $ (305)

Line

89
1
2
3
4
5
6
7

8
9

10

11
12
13
14
15
16
17
18
19
20

Adjustmentto Revenue and/or Expense $ (305)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 8

Exhibit
Rebuttal Schedule C-2
Page 9
V\htness: Bourassa

Line

No. .

Capitalized Expenses
4

307 _ Wells and Springs - Hydro Controls and Pump Systems (docks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well rehabilitation)
331 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.)

$ (1,114)
(1 ,380)
(4,823)
(4,072)
(8,600)

STotal Capitalized Expenses

Increase(decrease) in Contractual Services - Other $

(19,989)

(19,989)

Adjustment to Revenue and/or Expense $ (19,989)

2
3
4
5
6
7
8
9

10
11
12
13

14
15
16

17
18
19
20
21

SUPPORTING SCHEDULE
Rebuttal B-2, page 3.3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 9

Exhibit
Rebuttal Schedule C~2
Page 10
Witness: Bourassa

Remove Unnoessarv Expense

$Meals and Enterta Exp cost for the DBack game

Meals and Enterta BALANCE DUE FOR 2008 XMAS PART
Meals and Enterta DJ SERVICE - XMAS PARTY
Meals and Enterta For Holiday Party Dec. 2008
Meals and Entert: Catered Lunch
Total $

(6,400)

(953)
(495)

(4,959)
(412)

(13,219)

Water Divisor 4-factor allocation % 24. 14%

Increase (decrease) in Contractual Services - Other s (3,191)

Line

m
1
2
3

4
5
6
7
8
9

10
11
12

13
14
15

16
17
18
19
20

Adjustment to Revenue and/or Expense $ (3,191)
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses

Adjustment Number 11

Exhibit
Rebuttal Schedule C-2
Page 12
V\htness: Bourassa

Interest Synchronization

$ 37,502,569
1.14%

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense $ 428,410

Test Year Interest Expense $ 432,478

Increase (decrease) in Interest Expense (4,068)

Adjustment to Revenue and/or Expense s 4.068

Weighted Cost of Debt Computation

Line
N i

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Debt

Equity

Total

$

$

$

Amount

11,506,844

52,906,962

64,413,805

Percent

17.86%

82. 14%

100. 00%

Cost

639%

12,00%

Weighted

Cost

1 .14%

9.86%

11 .O0%



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 12

Exhibit
Rebuttal Schedule C-2
Page 13
V\htness: Bourassa

Line

M
Income Tax Commutation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

$ $ 6,020,855Taxable Income before adjustments
Adjustments to taxable Income
Taxable Income $

(738,174)

(738,174) $ 6,020,855

Income Before Taxes s (738,174) $ 6,020,855

Arizona Income Before Taxes $ 6,020,855

$ 419,533

6.97%
Less Arizona Income Tax
Rate =
Arizona Taxable Income s 5,601,322

Arizona Income Taxes $ 419.533

Federal Income Before Taxes $ 6,020,855

Less Arizona Income Taxes $ 419,533

$ 5,601,322Federal Taxable Income

FEDERAL INCOME TAXESz
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

$
$
s
$
$

7,500
6,250
8,500 Federal

91,650 Effective
1,790,549 Tax

Rate
$ 1,904,449 31.63%Federal Income Taxes

Total Income Tax $ 2,323,982

Overall Tax Rate 38.60%

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
l g
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38

39
40
41
42
43
44
45
46

Income Tax at Proposed Rates Effective Rate >$ (284,927)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rebuttal Schedule C-3
Page 1
Witness; Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
3153%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

Gross Revenue CQnversion Factor1
Operating Income % 1.6286

Line

NO
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rebuttal A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

COMMODITY - DEMAND METHOD FUNCTION FACTORS
Plant and Depreciation Expense Allocations Functions

Exhibit
Rebuttal Schedule G-7
Page 2
VVhtness: Bourassa

Total Demand
0.90
0.90
0.90
1.00
1 .00

Commoditv
0.10
0.10
0.10

Customer

0.25

1.00
1.00
1.00
1.00
0.75
1.00
0.75

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Description
Wells
Pumps & Equipment
Trans. & Dist. Mains
Structures 8t Improve.
Land
Customer
Services
Meters
Fire Hydrants
Transportation Equip.
Office Furniture
Communication Equip.
Water Treatment Equip.

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

0.25
0.90 0.10
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LitchfieldPark Service Company WaterDivision
Test Year Ended September 30, 2008

Cost of Service Study, Using Commodity Demand Method
Development of Class Allocation Factors

Exhibit
Rebuttal Schedule G-7
Page 3
V\htness: Bourassa

colvlMoDITy ALLOCATION FACTOR DEMAND ALLOCATION FACTOR

(a)
Total Gallons
(in 1,000'$)
In Test Year

13,649
1,042,724
1,009,774

164,274
866,848

Number
of Meters

and/or
Sewioes

116
9,055
5,489

182
608

126,502

Meter
Size

5/8" X 3/4"
3/4"

1 .. 1 /2"

8"

10"
Totals

21

Equiv-
alent

Weight
1.0
1.5
2.5
5.0
8.0

16.0
25.0
50.0
80.0

115.0

Equivalent
Number
of Meters

and/or
Services

116
13,583
13,723

910
4,864

0
525

0
160
115

33,995

Percent
of

Total
0.34%

39.95%
40.37%
2.68%

14.31 %
0.00%
1.54%
0.00%
0.47%
0.34%

100.00%

Meter Size
5/8" X 3/4"

3/4"
1..

1-1 /2"
2"
3"

6"
8"

10"
Totals

301,780
10,338

3,535,889

Percent
of

Total
0.39%

29.49%
28.56%
4.65%

24.52%
0.00%
3.58%
0.00%

8.535%
0.292%

100.00%

2
1

15,474

CUSTOMER ALLOCATION FACTOR SERVICES ALLOCATION FACTOR lb)

Number
of Meters

116
9,055
5,489

182
608

$

Meter
Size

5/8" X 3/4"
3/4"
1"

1-1 /2"
2"
3"
4"
e"

B" (c)
10"

Totals

21

Percent
of

Total
0.15%

58.52%
35.47%
1.18%
3.93%
0.00%
0.14%
0.00%
0.01%
0.01%

100.00%

Meter
Size

5/8" X 3/4"
3/4"

1 -1 /2"

3"

8"

10"
Totals

Number
of

Services
116

9,055
5,489

182
608

0
21
0
2
1

15,474

Install-
ation
Cost
445.00
445.00
495.00
550.00
830.00

1,165.00
1,670.00
2,330.00
2,330.00
2,330.00

Weighted
Number
Services

51,620
4,029,475
2,717,055

100, 100
504,640

0
35,070

0
4,660
2,330

7,444,950

Percent
of

Total
0.69%

54. 12%
36.50%
1.34%
6.78%
0.00%
0.41%
0.00%
0.06%
0.03%

100.00%

2
1

15,474

METER ALLOCATION FACTOR (b)

Meter
Size

5/8" X 3/4"
3/4"
1"

1 -1 /2"
2"
3"
4"
e"
8"

10"
Totals

Number
of Meters

116
9,055
5,489

182
608

0
21
0
2
1

15,474

$

Meter
Cost
155.00
255.00
315.00
525.00

1,890.00
2,545.00
3,645.00
5,920.00
6,920.00
6,920.00

Weighted
Dollars

of Meters
17,980

2,309,025
1,729,035

95,550
1 _149_120

0
76,545

0
13,840
6,920

5,398,015

Percent
of

Total
0.33%

42.78%
32.03%
1.77%

2129%
0.00%
1 .42%
0.00%
0.26%
0.13%

100.00%

(a) Includes customer and gallon sold annualization.
(b) Meter and Service Line cost from Arizona Corporation Commission Memo of February 21, 2008

from Marlin Scott, Jr.. Meter costs based on compound meters. Cost of sewioe line and
meter is based on costs allowed for a compound meter installation.

(c) 8 inch customer(s) expected to leave system. See testimony of Greg Sorenson.
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Litchfield Park Service Company - Water Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rebuttal Schedule H-3
Page 3
V\htness: Bourassa

Present
Rates

$
$

20.00
40.00
(b)
50.00
65.00
25.00

5.00
20.00

Proposed
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 25,00
$ 5.00
$ 20.00
1.50%

(d)
$ 40.00

(0
3.50%

$
s
$
$
$
1.50%

(d)
$ 40.00

(0
3.50%
see H-3, page 4

at Cost at Cost

4 .

Line
M Other Service Charqes

1 Establishment (Regular Hours) per Rule R14~2-403D (a)
2 Establishment (After Hours) per Rule R14-2-403D (a)
3 Re-Establishment of Service per Rule R14-2-403D (a)
4 Reconnection (Regular Hours) per Rule R14-2-403D (a)
5 Reconnection (After Hours) per Rule R14-2-403D (a)
6 Meter Test (if correct) per Rule R14-2-408F (c)
7 Meter Reread per Rule R14-2-408C (if correct)
8 NSF Check per Rule R14-2-409F (a)
9 Deferred Payment, Per Month
10 Late Charge '
11 Service Calls - Per Hour/After Hours(e)
12 Deposit Requirements
13 Deposit Interest
14 Meter and Service lines
15 Main Extension Tariff
16
17
18
19 (a) Service charges for customers taking both water and sewer service are not duplicative.
20 (b) Minimum charge times number of full months off the system. per Rule R14-2~403(D).
21 (c) $25 plus cost of test
22 (d) Greater of $5.00 or 1.5% of unpaid balance.
23 (e) No charge for service calls during normal working hours.
24 (f) Per ACC Rules R14-2-403(B) Residential - two times the average bail.
25 Commercial - two and one-half times the average bill.
26
27
28
29
30
31
32
33
34
35

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILIW WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Line
m_

Refundable Meter and Service Line Charqes

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Meter and Service Line Charges

Present
Service

Line
Charge

Present
Meter
lnstall~
action

Charge

a

Proposed
Service

Line
Charge

$ 385.00
385.00
435.00
470.00

proposed
Meter
Install-
ation

Charge
$ 135.00

215. 00
255.00
465.00

F

Exhibit
Rebuttal Schedule H-3
Page 4
V\htness: Bourassa

Total
Proposed
Charge

$ 520.00
600.00
690.00
935.00

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
Over 2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch I Turbine
3 Inch / Compound
4 Inch I Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch I Compound
8 Inch & Larger

Total
Present
Charge

$ 225.00
225.00
300.00
500.00
675.00

At Cost
NT
NT
NT
NT
NT
NT
NT
NT
NT

630,00
630.00
805.00
845.00

1,170.00
1,230.00
1,730.00
1,770.00
At Cost

965.00
1 ,690.00
1 ,470.00
2,265.00
2,350.00
3,245.00
4,545.00
6,280.00
At Cost

1,595.00
2,320.00
2,275.00
3, 110.00
3,520.00
4,475.00
6,275.00
8,050.00
Al Cost

Construction Water $ 1,500 $ 1,500

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

N/T = No Tariff



BOURASSA REBUTTAL
WASTEWATER SCHEDULES

(Rate Base - Phase I)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rebuttal Schedule A- 1
Page 1
V\Atness: Bourassa

Line

NSI
Fair Value Rate Base $ 28,034,885

Adjusted Operating Income

Current Rate of Return

150,940

0.54%

$ 3,083,837Required Operating Income

Required Rate of Return on Fair Value Rate Base 11 .O0%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ 2,932,897

1 .6286

Increase in Gross Revenue Revenue Requirement $ 4,776,618

Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

6,356,374
4,776,618

11,132,993
75.15%

Dollar
Increase

Percent
Increase

$

Present
Rates
4,647,120

266,016
518,888
84,318

$

Proposed
Rates
8,236,679

471 ,494
919,818
149,463

$ 3,589,559
205,478
400,931
65,145

77.24° /o
77.24%
77.27%
77.26%

Customer
Classification
Residential
Residential HOA
Multi-unit Housing
Small Commercial
Measured Service:
Regular Domestic
Rest., Motels, Grocery, Dry Cleaning

Wigwam Resort
School
Effluent
Subtotal before Rev. Annualization

198,357
172,386
89,573
58,957

$

256,547
222,936
115,929
76,320
92,268

6,280,340 $

454,904
395,322
205,502
135,277
92,268

11,060,726 $ 4,780,386

77.32%
77.33%
77.27%
77.25%
0.00%

78.12%

Revenue Annualization
Misc Revenues
Reconciling Amount H-1 to C-1

$ (27,512) $
99,755
3,791

(28,724) $
99,755
1.236

4.41%
0.00%

-67.40%

Total of Water Revenues $ 6,356,375 $ 11,132,992 $

(1,213)

(2,555)

4,776,618 75_15%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

SUPPCRTING SCHEDULES:
Rebuttal B-1
Rebuttal C- 1
Rebuttal C-3
Rebuttal H-1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rebuttal Schedule B-1
Page 1
Witness: Bourassa

Line
3 4

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Acwmulated Depredation

59,833,807
7,902,675

$ 59,833,807
7,902,675

Net Utility Plant in Service $ 51,931,132 $ 51,931,132

6,989,559 6,989,559

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction

Accumulated Amortization of CIAC
18,643,786
(2,072,117)

18,643,786
(2,072,117)

Customer Meter Deposits
Deferred Income Taxes & Credits

0
335,020

0
335,020

Plus:
Unamortized Finance
Charges

Deferred Finance Charges
Allowance for Working Capital

Total Rate Base $ 28,034,885 $ 28,034,885

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

SUPPORTING SCHEDULES:
Rebuttal B-2
Rebuttal B-5

5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rebuttal Schedule B-2
Page 1
Witness: Bourassa

Line
bl;

Actual
at

End of
Test Year

Proforma
Adjustments

Amount

Adjusted
at end

of
Test Year

Gross utility
Plant in Service $ 60,394,260 (560,453) $ 59,833,807

Less:
Accumulated
Depreciation 8,475,991 (573,316) 7,902,675

Net Utility Plant
in Service $ 51,918,269 $ 51,931,132

Less :
Advances in Aid of

Construction 7,006,208 (18,649) 6,989,559

Contributions in Aid of
Construction (CIAC) 18,737,132 (93,346) 18,643,786

Accumulated Amortization of CIAC (2,072,117) (2,072,117)

Customer Meter Deposits
Deferred Income Taxes

68,685
15,987

(68,685)
319,033

0
335,020

Plus:
Unamortized Finance
Charges

Deferred Finance Chgs
Allowance for Working Capital

134,528 (134,528)

Total $ 28,296,903 $ 28,034,885

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

SUPPORTING SCHEDULES:
Rebuttal B-2, page 2

RECAP SCHEDULES:
Rebuttal B-1
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- A

Exhibit
Rebuttal Schedule B-2
Page 3.1
Witness: Bourassa

Plant Retirements

354 - Structures and Improvements
361 - Collection Sewer - Gravity
371 - Pumping Equipment
389 - Other Plant and Miscellaneous Equipment

$ (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Servioe $ (554,977)

Line

MQ
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16

For related AIAC and CIAC see Rebuttal Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-WW5 (from Exhibit MSJ Table G-1)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rebuttal Schedule B-2
Page 3.2
Witness: Bourassa

Transfer of Odor Control Unit to Black Mountain Sewer Comoanv ("BMSC")

Original Cost of Odor Control Unit $ (38,250)

Increase (Decrease) in Plant-in-Service $ (38,250)

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

See Staff Adjustment 2 Schedule JMM-WW6
(Actual cost is $38,250 per updated documentation not $38,625)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- C

Exhibit
Rebuttal Schedule B-2
Page 3.3
Witness: Bourassa

Capitalized Expenses

$ 3,725
5,004

$ 1,530
4,a64

6,394
$ 1,450

550
8,054

525

354 - Structures and Improvements - Dean Fence and Gate (fence)
355 - Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 - Pumping Equipment - Precision Electric (install rebuilt pump)
371 - Pumping Equipment - Precision Efectric (new reinforced strainer baskets)

Total 371 - Pumping Equipment
389 - Other Plant and Misc. Equip. Keogh Engineering (odor monitor site plant and pole ant)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. & map)
389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair)
389 - Other Plant and Misc, Equip. - Keogh Engineering (work on UV system)

Total 389 - Other Plant and Misc. Equip. 10,579

Increase (Decrease) in Plant-in-Service $ 25,702

Line
M

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

See testimony



8'

8
38'3
13588

m
E

8 _QN a 3
<

8
8 3 m
n o . ' :

m
or

8 UID.. c
o`°
N Ur: 8

.3 <'U
<

8v- E E
_g ..-

8 o. 8
'U
<

v- 3 c

§€0'02

'-E §
838

-8

c
.Qn:

m
o I

a 8 3 oLD LD
LD 1-

I I

I | I I I I I | I 8

N
I"_
v

I

\ l

o
o
'
N
we

_
1-

~'<1
'Ev-

3 3 8l N |*- o
m co
(9 1-

I*

no mb- N| gr; go § ,,* - . l D I

W 1- O1-
m

l I

(D Q of
M *- \J')

I ID O 04
we (D1- m

1-

of: 3

9 6 NiO o h-mm ~u

m mN Nnom*
m ofo  oID LD

1_
_v

| \  LD
1-  1 -I I ~¢  m I I l I l I I

Cal

®  N on cm
h o cm IDI I N  m I I I I 1 I I r 1* h.

Lm'

1'-

.88

8I I | l I I l I I 1\- I a l I I I
Y".

g I I \ I I I

m o
I I l I I

@8- i v

m  ca nm
o UD N

| 1.n_ m_ ' N
I01"

of:

srioiN

8'l~._- I I I I I l I 4 I I

m

4 | | u

1-
1-I 8 I I I q ! \ I

1-
1-

m

| 1 I | l

I I I

|*-
| 8 Iit'

1-
(D

I E*
5

O
ID

' h -
o
m
W
q

I

I I t

' l a
w ;

§\'rT
ZN PI
o =m

--!" lr-1
cm

1'
~.
N

a l

we
W:
I*!
W;

(qt
Q !
'q!
v-I

§
co
, g
' _

mi
¢**I

i
I| .
|

I

c...
M Q
o. QN

v- oo

N
,_ ..-
Q. m 81

¢r <
8 z

6av m a 9>o
§§85§§§§§§~§§§§§§§§¢l.§1°£§§§§§§§§
o o m s n N n n n c > n m m : ~ 4 n n m v S n o l n 8 8 ~ ¢ u ' f _ q o v o

c
c
r
1
Ir
>r
c

d i n

§L1a 38
8° " ==2

888885§§§8.=8§3.§§§§§.§§.§8§§§§l.§3.§
ooNnnnn¢ ~4nnnn\~4¢ ~lnnIdno4o4e4n¢ ~4dnf~4o4o

l
r
A.

Q
*_

l
z
|
>L
c
€L

.5U
:gt
33
9,3

9
*e U 93

88,3
00:19 ano LLETC

oZ

8

E?2§§9°

c

76

'Q
2

E Umumara-
Efrmg

.shE'*
ca

8
:1

°6 Cr

v8EE

EE s Q. o
§ 8 § i§ §; 2
8 385 : § § %3§_ 3 8 § §33w8§ .843 3 §¢3m§88§?3.¢ ° §s88§535

Q _E :8~ ; § ~» ..l § ¥ § § $v.§ § l3§ !?
g 8§§§=g32§§§8§§¥4?33§84=é3t3
I¢3§§8§33§&&3§¢¢s§§§s§sa3§§5§¢
8

| -832
2 5
Q c .
3 4Eu:1...*-<
£ 3§_ l
1 :
E TE

Eo
EE

e*re
* 2Sm
18
i; <

»8
l» .Q.

8388

u
g 1-nwtmornnvwr-ow-~¢\no1-na» o"1-nn*$¢ouoo anmmln¢o¢o¢s»¢omwmr-r-r-r-eommwm¢>a»o\o»wo1o1u n n n n n n n n n n m n earan n n n n c - ' 1 n r : n n n m
u
4

8



~.m
2
8
g
W ecu .

383..c 10.nm

as'NE
§%§
<°8

r:
~~e.Q893no.-0

<

.Z
8

8
D.

N .Q
83 gN 3 §

=8

N +1

o .8o
N Q.

n 8 2
88%

45N
o
o 9N dl

D

m

'Eo
w E

3
'c
<

2 .
c:
m
E
m

.s=4-4
m

L r

I

LD ( '9(\|
l U CY)1-U)

I

m
(D 3

' Q o>_
(D mN GJ
1 1-
m

cm m F?
1" 03 01

\ o N <o
GO m  m r-.

cm
1*1r-

3
N
Q
pp
cf:
8

mm
oz

8
\-

I

a

I

@3338
:=.,°°=3°°ID w e
o f 15

.§m§88
-so

m N m o U)m o r- o mI U) m U) o  v I
ml m no

v- O 3 94
¢ _ an Q
(Y) r-

.
m

I

I I
q°

m
|--

'nm

9
..

~=r

LD
m

a m
I*-
LD

mr-| \D_

9
n .
°<r

f '  O If)
m  a  N

I ID LD w
of (D N
q no
m

Nov \nr-r- <1,§88,938§g
993 @~m8so m

1-|""- w w m m m o olou) m m m§ ~ ' ~ ' I I - 3 Q < Q .
N
r---.n

l-l-LDWQmm u'>
d m l l - l d 6

q

l
r- l"- 8 wr
CJ LT N

I Q m_ *L N g
m vo c- O

1- t\ N
m

8
8
UP

I I | I

\ I |

h~

I D

d
8  2  a  3Q Ru4: >
oz M < oQ Z

§555§§§§§§3§§§§§§§E'£§§§§§§§§

g
c
'p
|
'F
>
'F
c
|
¢
-I-
*
E4-

11
z

6 mm
§ a . § 9 '
01118
Q

$ * * $ ; ¢ * ; : * * $ ; ¢ * ; : * * $ $ * ; e * $ $ $

ddN:~iNd¢~ioi¢i¢~i¢~i¢~iNdd¢~ioin'c~iN¢~iN¢~l¢~iNd0id

¢
N N N N N N N N N N N N N N N N r e N O

I *4
C

-' ca.
o 9.8

L u5 44 -
o (5 in 3

so c LL m ano  4 L..

1:=--
883 'Q

2

*4an of: 76

C
E 44
.9 8
3 EU 8  8  m
"J  8  m E
4  u '  3  o.

vo l_UC

».. C
Q

3
8
8_

u s 238 E 8 E
8 QS § 9 , 8 :
E 3 3 §.M go 3' 88;

_ " . 8 U m
i s s».a'= ow . . § * ~ ° " ° ° E . '* '€ 5§@§§§e§§E=§§- "8§§EE33»3"
83» » 8»  3-=a§ § '§ § § § =§ §  388

E. :-§ § § 3.¥ s@6§ » "=2§ ;» § § » f§
32352%823§§§§3§§§§38s§=§88233Ioiimoowomzzmu¢ ¢ moooo» 6» 3uo4¢

H

v-

"§D
0 0 .
311:`3 uJ1 * l -' - <
£ 3
§ |...
* eag b -
Q.beoc~|-

>
¢
E
Fc

C m
1. EGs
vi o
.x M
'  Eg m

8I <ii..
A. 5»̀  Q.

zT41

u
s FM IDQYNMWW OwVWQFNGO -.1'Nf'$3¢DUo »nm\nlnsoo¢pso<a¢n¢av~l~l~r~ncowsm°a>o:m mm
u4

CS



§§
~8

cor-:wu-1
I -83.3

Q1-'W
@1-N §

I § § 98
8328_

`-` cm'
m

m m ID in In N m m
N !- 8 853 D v Lm ct: ow ET

I pp gr) w r- \ co w w 1-
(\| 1-
1- 1-
no

l--oi
m

n I I

q

'Y
m
.Q

8
cm
_ 'Q

n  g  m.o Ia
;E .n mw
as m  8

m 8'E
§ § 8

8 8  a l  9  $9
a W W (9 1" QD

N N o m  r\ .
r; 8. so 9 9.
1- 9 W

an o m *-m on r~ 8  a| m m m ml (\|
1- f*- m If) $8
v cm v' 8 mwr

m' 1-5

m l ' * ~  1-  r - -

. r- 1- mIs 3LD 1-  CD _ _

9  8  9  m  8
N M *
v

ID  1- | " -  D

m of 8 9m
mN

N:
v ;
. - 1WBQ,

l

O
mum 8

3,mQ N
o .Z

8 §o  . _
N  a

vi
E
GJ
E
2
16
II

EJ!
m o

8 3 %¢*" "u 3-<
<

N
I | g 1 l |

<61-

v-
cm

I <o
i n
99

_388ggj
u-io'i-l-=r.m

r -
Q'

| Q | 1 "

<6N

Q) (\|
ID IF)

l o
1- m1-

Q) LD
w  6¢

I l n 1- N m
u'.fn no

r I o I

s

I
I~1|*n
!

mg
0 384.

an
Em
E
.3
`U
<

8"*'E.Q
8 8 3ru0..-CI

<

¢\l m° N
in1-

of o NN  8  o  Q| a | \ Q Q pp |\_
LT ¢" )  1 -  W
m

1-
m

° no
mcm

r-- m N1- LD (9| | I 1- | Q  Q  a |
<6 -- Ni¢4 1-

U) 1' LD
m m 1-

| v'  N  m
LD N  N

,J
l ` * I

"|8 ,
8

68 $ 3 3a m c >
m M < oQ Z

gg§§§§§§§§;,§§§§§§§§§§§§§§§§§

p
c

-p
Ur

: -
re
Cr

s
e

.a-

,_...
8"mz
8 m g 8

c

§§858§§§§§3§§§3§§§.§§§?§.8§§§§§
o o d m n n o l o 4 ¢~ 4 o l n ¢~ 4 n n o l n n n d n o 4 n n n n r ~ 4 n o

;L
2'z
I
>.
c
Lr

g
<.

E C

879
§w8 3828 m

3344m c

LU

8
8

§ § . 'Q-.s 5 8 E
8 8 8 8 ,ii be E 4;

_ n 8

3 8 = » » 5 ;
E

3 §§38§3£8§8£8§2§§§§88§§¢z8
C
8
8C

c "§§ .  , A g 8
° §3 . , , - § E M E E
i s "=s§° 58§

§ ' v e  a

Q 5 an
m E

U 8

.Q-'*é'a 3
3 o.94

o

|-

*§3
Eu.
5 841-
gg
2 _ 1§

P-
EO£1-
Q.

an
$ ;
t  g
t  .8
tr 'a

-kgn  m
2' c  o

¢ :1:
' r  8
E  4g 4-c
4. Q
1-7 4

1 ' Y I I A I Q F N H ¢ l l l ~ o - Q m o v - n n o ' 7 v - n n w e3 8s§3s==:issnnzas3sssg8ssé s8

.2

up



-.

~.
m

2

8
W e

.="'\~» '
88%morn.

4- c
8 8 8
o -  5no ' u

<

*UI

88§038¢~4o.g
=5
<

E
.9

§% oo 38
N g §

=8
<

E85no.

8¢
§3
82

*E
85

< 8

88

JB
c
m
E
9
9U
as
cc

fn
2
_m
8

2

'- e a '~ 9 J-
| -§  | 8,. | I | l | .8 n .8 | » §'2

pa' Q 2 8

co wav m |\.g§w 8..8§..3
§ 8 3 8 V g

so 8-_
LD

(D l-v4
'vownou

of Ono:®$Q\!)ll5l-.omwow

!

89-888§C)0\1'L0
S 8398KD |\

m

O
.9888

6-;c'>'~=ll~J
N so

\

I

¢")1- 1-

v1- 3

an m o 1-I 1' r- of N l

1~**U (DC I)

| ¢q 8_--_%_8_ I
"E'o° ""§

a' r-.

no v* m O m
N

9  3  m  8  8
W_. W £*7_
(Y) 1-

r-  if )
Q | | I 0 |

LE Gt®  1 "

. so
Q8

UI
LD

| an
N
If)

I

Wgo ID P-1* ID (Nl T* 1* (Dm G v ID m (\I
l 8  v -  8 r - m I m c m 3  q

F)  I '  1 -  99  | * @ C
W 1- FJ
(\l

858§§-3§3§%'
£8388
4

1
9 243

l <1 et
r - cmU) T"

l l I I I l I n

I | I

- - ¢ iimno 3 g

INNO) 1'\a m
CrN

N gelO) T
| a  m

q  N

l

r | e 4

i

I I I I

I t 1

(D

mm
CD:
f~.
QB

as .

!
f - l¢\l
LD_i
Q)
r-
Q
1"

|

a

iv:
§
:L
3

E
4

d N
mg;,qa
m6 .8 3 8cm z

§§§§§§§§§§§§§§§§§e:§r§§§§§§§§
o o n 1 n ¢ ~ 4 e ~ 4 ' n n o d m v 6 ' r § N n \ n l n : c o g 8 g v m o c 5 v o

¢
c

5§§§8§§§§§§§5§§§§§§§§§§§§.§.§5.5
O d U M N N N N N N N N N N N N N N N N N N N N N N N Q

°r
| -

'a
>

*F
c

Le4I.
z4.IIan

Lim 92
ea oon5"5cm m

N
>oz

1 '

>4

E
L

E as
. Q  3  E
o 48

.Q-3
up2£ 3

E 843 'Q8 -»§ E
8

E

i
§ § s

- .s .is U g
§ § § - §§ §§§2 s§ 383

s8l§3§§§§§i§§§;§;l§§§:8§§§838

|-3 2
= 5go.

M51.u\*v-`6<
~;
§ |-EO_m» -
Q.

c  so
L  E

$8
8 3Ur an

i;3 m
'c 8r ._-:Ru
' r  Uq. 'D
,c  4
4  E
.L 9
|-- &

I

U
g v-nwrmo<-¢~4n'\t¢or-ov-*=rmo¢-e~4a1»¢:"~a-nn1t¢oaoo uouzunlncoweococoowr-r-r~r-uooomcom<9mc»mmo1m

-1

.2

E



~.m
.9J
3
We

,=° m',9€v
589
ulm .

' E

3 8: L
Lm oo an
o 3 g
t\* U)

. 3 4
U
<

F IB

5in EQQs E
n o

E
§ 'e .Q 3  r :
N a  g

-=:

we388

0in m C
8 3N an o

w 2

we8.9

88
a

D

3

m
.1=

OJ
C r

m
2
8w

m
'E

4-. 1-. 8" 4'4
I\ F) 1"

n I W | g 3 9 t 3
r- m ""'_r m

1'-

(D 8 8 8 8 ""8
| | \ 1.-Q a a L D 1 - a m g

n m I-o'>
# - 1- '

4

|

8 ET of E? o' QQQQ'
m <r LD V LT
m  N  o  N  m
r -  q  m m m
*  m ea1-

so »8 2 3
I m N F*- no l

|*- in LD m
o c~.l
UP 1" of

vi
II.

Nir-of

8 8 *t  o *1-
|  Q  1 -  1*  58  3

m UP 1- on co
(D OJ F-

m m h m
» ES. E 9 5 cw I
m r- m o LDof 9 1- 8 9

6 1-

N IN1- ,_
1 | 1 | | | -

1-»,_

I I

w'1-.DI'

f

a*.
(N
| -

| m4-

N

.;8*

of

88WMO 8%8 W"¢ v ~ . - 8 9 4 ,  * a>c"9c"~:v8
O 1- v (*) M

1- 1 -

r- l~ r I- |\ |\ c> N-2$8g8»§88"§
r~c:lm` - .. cm°aic°~I ¢̀.r:.8~8§2 m 38

9

m Ra| 9 W
r-- QQ 1-
N

Q 1-
q  m

I r- q
m QQ 1-
na

I l 1 | I I l I

v
1- 3| of I (O I I I

d m

W v-
l m I  8 I I I U I I

Ag off
1-

r" GD- l\|*
m

I | | |

I I l l

(D
Q
lD-
* IN
*z
lO

i

in
U)
Q88

m
Lri

\D
U)

_
m
m
Q
C*l
fr

, _ i
<==iCD

N il...
1- !
--1

<1
N1-
Ngr)
'Yil"

I

I

i

E
o
\....

D..

cm
4-1
.43

E
<

»..cLlvc>Mira <8

6
o 3 35 §§58§§§§§§§§§§§§§§§§§§§§§§§§

c
t
'1
,4
c
s
c
L
l.
z
u'
I.
as

. an
8 2 5 9¢_<n~.
m¢r'*'
Q r i t z

>o
§§§§§§5§§5§§§3§§§5§§§§§§8§§§
O O N O i N N N N N N N N N N N N N N N N N N N N N N N Q

n 1-v
c

m
E
E

E
==~>>§s

10 3

E .....

4 3
8
8
2
E

E825
.§2§

8
m6.,*e.9-°.8 as"J: E 9
m
CJ

8

§
Ia 5 83 e 3 § §.- .9 .

I __ g g i .3_--,S

§." 8 3 : En 832» §. 8858
€§é§i§§3l§§§5§l¥l8§§§§§§§3,
g . 9 .  o w . 8» - u:1,,u_ Wm -'I _._

é§8838.885583§3é§§3§82§88§§88

c

8
8

| -32
95211.
"nr
3:2*-<
2 3
3.1"><I:-'EOgt-
G.~_:-

>¢
c
E
L

m

g w
'f m
"; re

A §
< 8
' 84-

.¢ 4* iv
»-- G.

c

g.

1

u
n
s 1 - f ~ : v » . n o 1 - ¢ ~ 4 4 ~ 1 ~ 4 s n r - o n - * r \ n o 1 - n o p a c : " - o 4 n ¢ 1 . o o u
o m l n n n u a e o m w ¢ o ¢ o ¢ o ¢ o r - r - r - l - - o o o o a o u n o a G m o 1 a » m G » a 1

4

.a



é
2

8
3 :-

Q g
§  e §

'a
<Eu>

§9§n413
2

13§ a 8
9n§ l8
6`<
<

m

8 8 c28 cu a
(0 2

g r
88

g o
88

O
mI.-

_Qg

ID
E
m
E
m

.2
'as
no

I

0

| I

ciuiwfh`
m

tDCJFJU!1"
'9444°
18. 9 11-1-° I-O7

I*| m

on '8 8 Fl'mI 1" 1- ml (D |
v N LD o
m F) ID m
LD 1- l\ W
. J

2g"~'5l w m g n o
Xv -1 ' I`

1-
4.1

0-4 4-. }" J-. ¢ -
n o  m no 91 m

I 8. '4 I I I n I \ 8 | I m I I 3 I | I I I F I I
nor-

v'
\ lg l |

wr' 61"

N  o  v  c y  G O
N LD Lr" W 1-

| c~4 1 -  1 - c o  w
v CD 8  ( q

r m
1 -

39:8-
§m<° ° :2 -4 8 .

m

1-' |-- aw "8 9, 8 , , 3 , , N \ 8 8 , ° ° _ _ , N , ,

of 4 6 6 m
U) 1 '

I
$ 8 1 0 0 8 P-IJ)¢3Q1- N q Q ¢\110 Nov° » . n - w l - ~ * = a ' m m 8 ¢ o L n = l » '
uo'-1-om. N -aoc~41-N F )

'r° '~.8f"m '?8° 088"4
' n - < . o 8 n * z - ~ 8 m v ~ = r ° '

f8l"'é""">? 1-
*Q M M *
q

8

url of of of iim of 8

I | I

l l

81--!
1-*

of;.

I

i
i
i
I.
I

__ c:

8 8 8o -  9no .U
<

v ID 8

' 3 *. Q
ms m

3 (")  ER  (D
ID v- l*- 1-0*_.

. .  3
we

m
no

| I |  1 - e
1-
1-

of
o

1  c :_

8

m EB m  8 KI | 8 go | 07 1- | ¢\l |
-~ cm no Mn
1 -

4-.
OfY\!
8:
v-

A :

~5
u...

D.

2
.Q
E
4

<48

i

L_ 4-1
Q . cm a :
m a n  <

cm

dw o a <9
2

§§5§§§§§§§33§§§§§§§ é §§§§§'§§§

cc

°ru..
°r
c
s

Q
4-
Ur
2

z

u m
2 2  '6
o. nm *
m ac ana m

N
Q
>o

§§§$55§§§§§8§§§§§§§8§§§§§§§§§
O O N N N N N ¢ 4 N N O 4 N N ¢ ~ i ¢ ~ I N ¢ ~ I N d N N N N N N N N O

|
>rl

g
r,

.9
5

3'

3 ;
= t § e ' $

E
c an
c 'E
-r m

g.
3 a 3E v 96 w"8

89.2
" Q M E 4 5

8 8 . was g " 3 3 8 .

5

O

63
89;

Qv
885

8 2 4
c

> E
I m
c .2
tr *as .Q

'.§c
a s

8°

8

c :EE g 9

E I; 8 QQ 8589 g
§ §§ §§§;#§ .= §§§'e'e§8:§1

c §lE8§§§§§§3§§§l§§§§§88§8§38

|»-32
: 5
° o .
51am'-*+-~<
Q;3_1§ |-'ea
g r -
a

E
com

: §
I 'o
,c 4C +4
4- 8

.u

v n m o v n n v m h o v ¢ m o v n m o " w n m v m m
o m o m l n m w w w e n w m w h h h r - m o o e o a o m € ° o l m c n a » m m
U r o r o r a n n n n n n m n n n n n n n m n n n n n n n m
u4.-cL

8

J
21

c
m
m



82386
E-¢ a:
$85

qt
m

f-'e
38 8

N Q
852

've
E3

E
E

f~%.9
82%
"'8.3

3

#E'Do584

'vs
E
m
.Ean
.3
'D
<

m

8;
E
$3

"5
Rf

8c

2

co oun cfu cnr \ \ 1 .n r-an n
*v_cQv_¢Qm_

m y 1""Nnon- m mh.oa o n

i

I

4-4

1 I | pp I l l Q

Rf
1-

CD OID

§ of

mq
1"(\I( ' )|"-

v
--|"-I W

m ' *

_
. -

1-

3
ea

| h-
r-
EQ.

a

-~3§§§83-§§333-8§339.~--
=8e=89 8 n388 e°mg§

vi .=

I

_§agggg§ -#§3§§-§§§§3- l I
4rf"9§ if -ng

LD m
1- O

I m (D
N ea

o
(Na

LD

. 8

|\- o U) 3
r~ msI N F33 | 3 '

LD (D Se

4'4

h-H-r
m1-

4 a go | | I
1- 1"
Q- \-v

s= :9 ;
N

- 88 - 9 .88.
Q m. <48

t -

- 9 I l l | I |

I | a I l

r

8:
*QL
§
'at

q_

m N
| vs_ Q v_ m_

m ID Q  mN  o  1 -  N
v- CHI

1-

LD of:
1- -

| | iv) sq

Of oT'
N

r ~  o  mr ~  m  N
g t  Nm

no
m

I gr l
l»`.'

<r
ID

v- ID
W 1"

I ° 1 n.
of: h.
m m

o 8  8| I Q Q - I t

m" r i mm

N E¢x>=

'é'
§  E .Q

_m =-.:
n o  3

4 :

;
LD
w e ;

:is
`§
o .
o
8
' c
4

6 L  N
E 2  e a  9Q _  N  8 1  >
as C r  4  o

Q Z

*§**§§*§§§?a'§§§§§§§éE§§§§§§§§ Ono o
commnnnnonmmnnnmlnmna4.oc>c><r\noovo4- N N v-

cy q;l \ l
8 2 5 9Q N w - 5
m 0 5 ° 1 0
Q m y

§§5855358§5»f§§3§§§§§§§.§§§3§.§§
O O N N N N N N N N N N N N N N N N N N N N N N N N N Q

c
c
-r
r

>
c
|-
¢.4
l
z*
a

>:

Ec
L

an
cu

C
8 *e.Q- an:J
"J  8

3c
E
>

Q.
5 z  8 3

no M u m
s 2

" QQ <=»E ml"3? - I0 0 5

E  4 5

u' 8%
E.9

go
Qssaw

Cr 5
c.**1l_'5=§

Ge'_.m
vs*ac
_.g

8
8

§ § . a "
.5 .QEE 3 30 . g § 4; 8-

g 383.8 - ;§"3 .~8§9 §
c §5¥ §§ 835838. "§§§3§§=3
§ §  388=§83%;;;3.»»§ i§ §2§3§
I88§§88§8§333§83§§§§§§§§3§§§3§

.9=-*6u

25
=5
W e .
51am'*» -
28
2_1i°<|-EO
5 1 -
u.' C  8

1 '  . Q
t  9 :
r 3ls
. c  4
4*~ 8
»-' D.

58
gm

u
g 1-nvunov-nnV4ol~ov-#mov-na» o"'v-nnvcomo msnnnunrow\oosowwl~r~l~l~w3wnva°mmula\e»m
u4

art

8



n.
m
2

8 -
1-

:°- °°=4
,Q  g  D
5  D  E
x  D  W

an

50 n.UJMu.Q
. . . .c :_Q 5

. N u I 5

4 8
<

cl. are

t3w'e.3
2 8 8 %6 9 4 3
as

" 1

d
84
2819
5  N 0 .

9?
t ` 62° Q
: n U

so» -o

cl.
4)
U)
o4-
cf
m
-a

d
.3 weo'3 co. . .Q-.OILLcm
""}

Ge
388

8

1:93
88m .QS89,to

8
8.8C338R i
3 8

D

3 an

.£'..* Ia
7 5 c

3

3 LE

a:c

no 8;4
N 0

D

'22C
m
E4-U)
.3
'U
<11

m

8
_cu
as

m

_cg
c
an

E

v

an

2

I

I

I

(D N ~¢ m 1-
Cal r-- o

'  <r 3 so 1* 8

m co m8 m 3 v""_ Q
*  F )

CO

i

. 4 5

I
m we co 1- v

I m_ 1- m m
N

'41
m

i N  8
I l" o

¢*§1.n.

r- m N N
I 9 m 3 83

3'*°l3 §
of' of

|  3] 8 I"~ I 1 I  8  9

ET

no N8 !\- 8 q
c Q <4 9 ~-

m o LD LDr- N T' OIm m

ID o
X OF 8 1- \ I

m̀ r--
(D m

QN

EP?
o

Q

92 .

iinm
L'

| r"|\

8

1 I I I I I I | I I I 1 \ I | I I \ l

4-4
O
m
IN_
no_
\-v

I 1

I »§§§§88§§§§§§
n ' $ f n 8 8 8 n  8 - 9 a m

-8§93E%5H 8
' s a i d ' d . f r - r ~ r mvmm§w$f»v§-m

n ' -J

w 1 - o 1 n m m r - c ncoo mo: 01
- w ' ~ '

cm ' w av 81:pp 1-
¢*> 3275 N

.58.§ § 8§ E-3§ .3-533
Gs 5 go; go ° 8 8

9 3 N

9 *

I l` I

_8
¢*)co'

of

N
Q)

Cl71

8
1-

,_

4-41'
|  v - I t I s | I I I a

1-

5LO
n.m
8

3

cm
h

l Hz
1"

;:*
N
'L
of

F..

m
m

| an
(D

m on |- of (D
r- £0 Q)\  o  a l  1-  8 m
no m 1.0 on of
N \D r- 1-

r- *I

m m no 8 IDU) (D 1' 1-
i Q N ": Q Qm 1- m 'FQT'

N mN 8 ofI r Mn
oN vim

I I i I

| | \ o

gt
~.=
88

8
*Q
825
UI:
vu-

u98
me

L D
n o
g~ . .

LD
N  :
as

*é
81
N E*E,_
--I

:

r--r-r-

2
3
:E
<

.3
oL-
B.

8 2  a
Q. cu -1:out <
D

* # a s ah # a s Ar # a s s * i i i

§§§§§§§§3 §§§§§§§§§§§3 §§§§§§§

(U 4- )
3 :1  8Q Z

6 N
ca 02 g 9

o
QB
d d < \ i C - 3 r - i N M M N N N N N N N N N N N N N N N N N N N O

842484348348 a9$$$39$a92$$r$$39>¢$$$$$$$39N N N N N N N N N N N N N N N N N N N N N N N N N 8nnmlnmlnmlnuwrnwunmnnmnnnunmmnmmnmmmlnmn

ID

gz~U ; "
8442

o l°<.9W'°8

E a

Q
9.3 ca

8
2

>~5
E='>.3

158541
93.3

" Q

.33
5 8 2 8

:a
#UU

Lu 8
3'N

~»
& , 3

8
8 3 8 §§§ §§ s 83
li~§-¢:3<%§;i3 §33§8§§3§§3

é§§§§§;§§8;§§8;iisgggegslgggi
C
.Q

.8
C

25
3 524
585"~»-
§§
E<

| -o3»-
o .

*

8
1-

'E
L

z
=
| -

8

=§
ET
_.g

£3
88
28

u

n u n o r u n r ~ o v - ' I n a v - n a '7v-118 §8§33323§§3R9992333n§83¢nn»



8
.Q

8
W N

..3<4
" S888Gnarr.

°r
4
n
'F
L
c
1
C

Cr

>

c
e

LC
c
:_
C
L
c

¢0 o£3`co1- F*-1'

3982aw g

| I

Lm 3
--88§ 3 -

8~§§
1-

cnmmmn oun cnm
LD m m

\n.o§ `c9 N

mca5a"ocnosounl1¢n~=-mm*
g y g n g q1-I*-{°*l
m 8 4

1-

m cm

» - - 8 §8
8 9

op'

Ir* (D
0 m r- N

9; Qm

1

r- (D1- r*
I l qq gf) I I I Q s l I

'r'

| nom

1 AgLT 1-_ID (Q. |
N m 1- m mq of: to1- 1-

me-owrnngof'Q 334
¢*>r-¢"41~~r-r ' (DU)N on

m
| 3 1- l | | | Ico ¢.o_

r~.
N

10 1 ' G I  L D  DCal LDm  3  o  1
: d m  m  8  vof of

N m

I

m o o  m  r~or m  NI go m ft' m m
m P N

q m \ - m  8
N r - m  o m

I N i n no r -  t - .
o an nr r -. 1 - r -
N

-858892
3

an
| 808 l n

: C <r' -- Lm
IO

<rlc-ia:iorim'DI*

I
* `t~5¢o.of W W w *__

8  m we
I I l  5 .  8  I

`-.4 m'

m 10
| 89.

1" N

o  m N
r 8 £2 43. »8 8 n n a |

.J '~ cm 9 as
1-

I

m
I I I I I I I

m U )  N m 83
ea Q)LD we cm : 1-

m r~..
m

m  1 *  o  m  m
m  N  N

1 '  8 '  o m  o f  s o
1 -  F -  G )

1 *  ( D

m  c o  a n  m  o f
N m m

v *  1 -  E T  O

I s I I 8 I I 1
go"

N
I~

t~
-=r1 l\l_
we
1"
¢D

I 1 I I

| | 9 4

I

Q g

_ ..
Q. m e: >8 K  <  z

N
as m  a Q

o

§§§§§§§§§§8¢l§§§§§§§§§§§§§§§§§
o o d u - > n n n d q o 4 ¢ a v i o l N d \ n u » n ¢ o ¢ a 8 8 ~ r \ n 3 l q ~ ¢ o

c
c
r

- r
:>

-1
re

s-
r
4
al.
z
4-
m
I
o z

6
4-m

3 n : l 6ca ea

U
av as a 8

c
z

§§55888§§§§§83§§_§§§333§§§§§§§
o o d u n o : c ~ 4 n n n o 4 n n N n N n n n ¢ ~ 4 c ~ 4 d ¢ ~ l ¢ ~ 4 ¢ 4 n N o

I

8
LU

L

~: eu  . _  . . .

° ' s 8 8o 5 . -
3 o  £ 5  w  a n  m
»  C L E i na  o . .

E

2

38E
8 9 8
8 8 3Www

..."a
Cm c

2 3 .8
D.Q .

3 : : 2 e a

vo .
4) 'W

'E
E
878
4 8 2 8
3833 aw

- s § s 5 §§

s 8 9 8 §§ § egg.E .s.l8°  3 .8i-= 8§ .81" 3
: §§==s- .312 5 -1 a. . EE- "
Q 88§§3s§3~8e=§3§§§3§§§§§§
9%88§=i3333§3é3§s§§§s§33§3§i§
.Q
' T
.fs
C

Q-,'?,z
: 5
o5 9 .

5 8*Lr-' - <2 g
g _ ,o
175E O
g b -
n .

>
c

Ec
an

§§
t  g
f  ._

Lr as

r $8
A w

8't o
z  3
I  <L  -
; c
*  E
;  o .

8

8

8

8

8

3

u
v -

5 r t m o w u n v o n o v v m o r w m o - v n 0 9 w ¢_ u n ¢ a ¢ a w 4 . o o w w l ~ r ~ r ~ l ~ u o e o w m ¢ m ¢ 1 m ¢ 7 \ m ° 1

8



':=
m

2

o
w no.. 1-

as an
:Q  9 0
_g .D 9x Q IU
IU no o.

>
.re

c
c
4
Lr.

*r
L
I
|
c
t
¢:

4;
|:
r.
C
L
c

m r- 8 m
N v* 1- Nn \ of 1" qt |". \

m 9 9?n.

au 1- $Ln
| - as 8 8 -

Cd ii i i o'
* 9

v - (Nl

.3888
38583

r- o o m

CQ.
1-

neo
"1 8 "

I

.§&3;8.3.§§§§§§§ .84.538.8

h- o  m r\ m
o  o m (D

I N m 8 1- m
y m v IDF-il- U) IV r*

m 1- IN-

uzmmfn o n m com
' WQNN ' N W Q 'P@W N

nv-1or~vw
v-

1-

ui|-'u6 m`|.61"-N 40*Q 1*

w ' N ~ 3 § * w w w 2 9 3
1-

F Lf) Lm m h-
U) 1 N as (D

I ° °.Q~. :QQN  v o h-8 1-D gm

r» - .uf  *  'm'

1-

r~¢.Nr-r~4|-
'Qin_oo_<=r_l~_

f'7 v '*I<r 8
\ I I I

a I | u

I I I |

IJ N
_8= 2 5 4
a as oz >
M M  <  o
Q 2

§§58§§§§§§3§§§§§§=8,EE§§§§§§§§
o o n m d m u u o n m n u d d m m n ¢ o ¢ o 8 8 v m c l l g 1 ' o

g
c

-r

-F
:>
w
c

|

4-

LE as  N
an as L q
Q IU 4- 3
as I ° ' o
a m  z

* * * ; e * N ; , e * * * * ; ¢; e N * * * ; g * * * ; e $ $ * *
.a 2»fs4s»1~»s'»»'»afw.s'~».f= .

o o n o 4 ¢ ~ 4 n n d n d n n n e ~ l d ¢ ~ I o l n n n n n ¢ ~ 4 n d z ~ 1 n o

c
IL
zrI
x

¢-4
8*
u
m
D.
m

1

3

2

E
< 9

>
L

E
L

vo

§§

.Q 883
9 5 E w U

u ;._"
o ... o

8 = " W " °  2  8 3 8 8
D

3
cy

w t
8 8
8
98'SE 5

01-388
E 8
c .e
U `6

-r "é
9 £5

' L  E
I- .Q

i § 9 -gi.9 Ag
8 3 8 3 $33 €§838=8 §s~~e.a° . -=<~ . u.§ §§3=§§=§§-~ =~sz58§8§84

8 3 E8§3§3§§38§§§§l3§33£s3E§8
183§8§383§.883§8338885883535§§

c
o

|-Hz
2 5°m
5 1'3u.I**\--<
23
3 . 1§ s-
'EO_zur-
Q.

c 8
II u
.L <

1»c
* Ru
of m

8

8

8

u
v*g v n v m o v n n v w o v w m o w m m o » v n n v m mInlnuzmsowcoeocscovah-r-l-r-oouououom¢'d\6>0lu»d\0»8 9 : 4 e e n m n n n n n n r u n n n n n n n n n g n n f - ' l n n n

u-4



o
ID

o
m

1-

I I cal (D
o vo
1- D
1- 9-

m

I I l I I I l

of Do N
I m (D

I-D m
N

I I \ I I I I
mNN

\

.2r m
5 Eu

m

N ID CD c~'>
r -  L D  s o  N

l  V )  U)  W  I D
1 -  UP  (D  ©

_ \D_

L D 1 -

o
Lm
*`1
o

3
Q

et:
o

a
T'
~.r_
N
1-

m m
N\0 l.1")

noun

44.
N

8%
Ag
"ms v - 1 -

*a
2

3%
s|-

I

n .
m
.92
3
'U
0

. c
o

U J ' 4 '

r: ,fgffs
8 8 as
. c o rx 0 m
w arn .

vw 8 uf! H co 3 ..,1
_'Q --6`§.8  <

I I

c~4 ID cm
I*»  ID an
Q ~=z QS
1- ID *f
N If) Lm

LT  0)

co

o  w
N  I a

I  Q  U P
1 *  O
*  r -

m

c I I I l l I

m  o
o  N

I 10 up

l -D m
N

N
I I 1 l l 1

ID
N
N

Q
ID
* z
Q
m
'==;
we

10

4_

1-

N1-

g
G s

32
E

m
1"-

m
(D
CD

Ra
1*

w
(D
(D

3
& : 4

02
E

l \
m
~ _
m
go
m

r--
cf:
n .
gr)
(D
ID

0
c
_la
0-
o
s
o

m
m

Q
o f
m

n _
1- "

(D
no
q .
m
of
4

.-:
2

s

In
ca
1"-
N
of
I \

m
\*
Nto1-~

f"4
ca
ca
1:_
N
we

oo
* t04v
*z

1"
*-d *

Q-
-..¢

.9.28D
~S
go
-eagm
~.g

in.
Gs

c

8%
.22

.88_EM
g ogm
8
8
. |

_~
` 5  o .

e|-
4. 2° .
° '=E<

. 9 9c o ;E c o
w ° " ' *
m ° §w

I I
N L D  w
r~ m  v
au cm h-
1" ID *T
N  m 10

i n  Q
m

o  ~ ¢
N  w1 I Q m | | | | | ¢ |
1 "  D
1- I *-

m

o n Q
o N

I LD (D
In m

N

I D
N

| (sq | | 1

o  o
I -O o

I  * z  = n
Q  N
( D  v
<4 1-_

1-

N
(D
\.n_
N
I a

Q
1 "

§
_~

a .8
8=§5§» 3 E §° '9§ n..9" _8.§g§<u§.§E8

: J  * é  2

c :
3-
.38 'a m8̀ .920 °

J E
a l ma ' u . m

3§»»s§§
" E  2 ' ° c E <

e " - . Q u m
-sis 88°8:0m33§

oau-
c C̀l cm

E
g

O-I 8

g a 3 it 2 LE8 283 3 _g £1 3 3' .993

§§§§i£=!s383¢. 9=3 882%
§<3§§<§§§a§§»8.!§ §°g3§§'§,:§=

, §" _=%§ §9" §§§" 2="  " 2 '5  E .Eg
§§§§uwQ§a§§§aa§&§§§§£§§§§§§§

o
oo Q. 3

8'
I*-
o
| -

m w r I n a v - n u - ' a v w r ~ o 1 - - r m o w - n a t o " 1 - n n v e a a v
m m m w m ¢ a w ¢ a 4 n ¢ s r ~ r ~ h r ~ e o a a w m m ¢ m m m m a ' » m

::  I1••
<

o o n - n n v u n o n m m a N s n z o h m m o : v s - I n~ " N ¢ " * " " W " ° ° ' v ¢ - 1 - 1 - 1 - 1 - v - u - 1 - n n n n n n n n n n n
m
(9



l I

m v m
(D o o
N l\- o

of: w
U ) r '

l\

f\ <9
1- v"~I a -¢ w I l l I I I I l

N
1-

O) 1-0
(0 m
10. ¢_
1- N

cm

I | I I
r-
q

v
v'
(D

o f
N
1-i
93:
QI

m
o
1-
9
a>
9
<to
N
<41-
Q

é
Cl)

-
Na n

4-1

c

as
o
c
_n
N
m

Eu
co

_Q
3
' U
q)

. c
0
U) m

1-
r: 8 m
Q :J am
.c .D UD
x an  m
up on a

z~
Ts x
23.12
E m
3
E

l

I \

m w m(D o o
N N c

v: (Dl*J v-
N

l'*- (D
1* 'p\ 1 Q gr) | I I I i I C

N
1-

O) Lm
(D Q)

I m fr
1- N

m
I

r--
q-
'*l
by
1-
co

m" cyE u 8

o
2

ea°6 we

'o<

mi

1-
oo
:Q

i

8*
Ty x
8~8 s
'e"5
ea

.E

i
I

i

z~

EJ 8

i
i

l  |
I

v
9 4

E

'of

sE
¢ 3U 1-

4-44-»
v" W W
m s- m

I  o  (D q
v" 1- CO~¢....v --4 m

r-. 1"n.
LD o
to GJa I N N I I

v-
1"M-I

m Q
1-

I I I I I I (\| up I I I I I
v '

4- I.

8 cf:
m
('J_
o
¢"'
m

If)

91
I

o

98
18
E o

o f

s

q1"

.Q

.9

.?.
a
88 m--so
g o

89;gr:
' o

G..

QSEoz:
o
538- o

oz

I
o r~ m
co I\ (D
co FT LO
-r' ID N

m of:
N

I

v ' (Do o
l F`- ¢.O_

of
OF

o LD
LD no| | I | | | | | gr) w | I I I

T"

we
Lm

a o f

of
o f
N

I
(q I
1- !
' iO)
r--
iD

Q

z
weWe{M
'° an22
.Q
"E2
3

a 2 .>~='u
%§» < °=8s§ Eoa- O N*
N 9 5 9
Q mM

Q.

i

i

CU) 4-1
l.. U) E

:J
Cr

Ru

c.98 __
3 cG)LB "g G)
=o U Q.

m o .3

m
U!

an ow an =
° " D =8 1=€°a w asEE
m `6w&,,,4,
Ec"Lg» o>8o

.§ --gum(
.:8483 3 6 z

8 o o
.94-0 ._ ._

Cr ._

U m
c>.1-lJ 0_

o
U 8 9

3
g
ca

g
" L'35 E n

c .-._ 32 "5
2 s o mu

E T .E g 8 8 8 - 5 E g n.
" ._ '"- ..o _245288 83"885E

_g g § 2 - 8 ,_o .§= = E< 2
150 .,_.,,._,,; €"'4 1-,:mg.9§.l.u ._

="""6"'¢» Z;,- u17'§ .. ¥ Ee882z~.88 '
88%508'88E§g°E+-am 88-8 a"'<°8§8

. . " 8 5 :_-- E -,_ v» -EE. .288%8383§§§§%§8s§§é§§8§2§8Sw408wom¢ ¢ ¢ 4¢ KhEoooopwp30o
IE|-
oI-

co':'.»
o
w
Iao

8 6oal
o<

v-n V \ n c > \ - n n v ¢ o l ~ a - # m o v - n m o - - - n n v e o o o
m m m w w m w w w w h h l ~ l ~ c o o o n o c o c 1 9 o > m c n o > o » m

m-o o (\l¢')<'l-DKDI\WUlO no<r\n¢ol\ma>c> wav.8Z|'-N<">*'0'0'*°°°"v-~ :̀.------v-n¢':4nnnnnc~4nnm mmoo

m
N
U i



(D

@9214

n_
m
23
'U
m
5(I) M
Ty v bir : w

,Q E as a>
.c .Q m c
x an m §
LIJ no G.

.2>.m"5

" `

mo

(D
E

|.
a>

N
07
vo
cy\.
:J
o

<

- oos.V)
88 'Es
V8 0 M

E - ~
» - g o

u

D

m

u
u.

ea Tm
c s o
» .¢5aa4.-ii-1°
E
D

=8%8_°:u
9°o¢ ° <<

g:.... "'
28 5
8 E 8
w E :
E ° 'u..| 8<

D

88
o=828°

§~><,Jul

8
c

ac W

.L! E
D..°.=u

cy
ms

c
E° 8
o

I I

a I

I l I I I I I I I I I I I I I I I I I I I I I I I I

we
m
of
co
an
co

1-4
co
o
Q
of

r~ v ov m

gov" 8 LT
v N of Cal
U) 1" I*~Q
(D ¥ r- o
|"- Q Q LD
(D v" CalW
v' {\I

3
no
" 1
no
1 "
*nn*

I I I I I I I

I

l

I

ow-ocvcoww-of-mwcoNWPNQUUQFDWUQFQ-
Q°z<4<'z<Q°a==z°Q~Q~.¢Q°Q
MNNID m o r o c c ow e g * v~ l~o>ln

v - Q Qv- 1'

voc~l¢oo><» ¢ov-nolonm1-n|~\noo:<'>\nzo-QQQQQQQtQNtQ
'no l~¢o co l~v1n

V v-O7 F '

1-

NQ)o>
gr)Q1-

o
o
m

*-I
I I I I

ca
we
1-
1-

A""
c n

1-
N
L

co
q

co
N
in

I l I I I I I

LD (D 1' 3 ("')
ca I-D v m (D

' 10 1- N LT 1- '
ca N no Q 1-0
1"- (D U)1-

nm (D v' Q m
o 10 W m no| ID 1-° N LT v"" |
Q N no Q t.r>
v' (D OF

1'-

I

|

Ia

1-m
QLDr-
<'_of

ea

r-
I*-
01
al'
\0
LO

m
ca
Q.
ET

w

6
q
Q
1"-

5

Ia

he

es

If)
o
l~

he

I-D
r-
*Q
N
o
vs
1'-

I

I

en

1"01GT
itr-q
ac

et

co1-
m
<*>
f\
m

HE

wr"'
m
¢*>
|\
ID

.E
D)
r:
o

\ vo '6
2
Ex

.2

.2
>
o °8'

m8 0 §

§8=...8'3a__,,¢~l
o

0.9
:m`§&
g</>82mo9m_g
°u.lm8-.Simsavg;
"'>-E"4-Pow
2o=.:
8.|

L.GOQ.

8
V)98
:J8 9 'G
: :

>~3 UJ

0
E
q)

L_
o.

'° cun. L. .8-,_
3 LE=¢6<o°'Ecu "J°>88=

r:
o
.Eo
83
Q
0
D

8

vo
a\. 8 8* 8 or vo

* 0 Ia |.4: ._ :c w cm o U)

N 30 5
cm

Co 06
41)

93 cm
: |-

c 32. 8
o 833 ~°3 844] no

'S v Ia cu

5 ° 4 . 2 m 1
= . 9 " 5 - '8 . 8 " = p ¢ e ; ° 3 § 2 § < m ~ 3»§2388=";%s€&§§8 2g?gou-E'8w8,_E~§§I-\1¢'58:,_

Ia - ' E

_ , g 8 £ 2

(0
8| -
ot -

c
o..-
m
o
9o.G)
o
UGJ+-
8
E

§
<

aw m cyQ  t o .

E n
: 3 § § =§  0

3=§58 8 8 §38§ 5288 83
: £88892 g " 888 32= 583

; 3 £5 ask__ 88§§
¢8888888388§&§§&§§§0§§§83§§§

'sIa -- Q. 8 8 4-»  ...
:  8 :
m

'o
G)*-»
2
5
E
3
oo
<

J . < * > v < o l \ o 1 - v ¢ n o \ - n < n o " < - n ¢ * > < r L D ° o° ° S 8 8 8 ; 8 © w m w ~ » w m w m w m o m m m m m m<",2l¢v)¢19gq¢v)(f)¢15(q¢q¢q(¢)(q(v)(qg)¢¢)(v)99g¢)gv5¢v;8(¢';gv)(v)¢q(q¢q

'U
2w
5
23
<

GJo
E
GJ
upc
8
c:
.Q
D.
C

'<T>"cm

3
o
an
'o
0an
IU
8U
.E

GJo
a
ea
"Pc
-.Lc
.EE
8.
o4-1
c
0)
E
ID
3
'U
<

.JaiD v08UJ 4I 2
lb .
m y

Z
E 95Gm<~i

88888

g

up .
c  T l o nc*><r4ncol~ooo>o n < * > v 4 n < or ~ e om o n m v w» <o l~ ao a> o n m1'¢\l¢'J '\f)lDII@°7,-l-l-,-'-.'-,.,-,-'-¢\l¢\l¢\lg\l¢\l(\l(qg\l¢\l¢\l¢v)¢q(v)(qgq¢}¢)gq¢q(qV:99



Litchfield Park Service Company - Wastewater Division
Test Year Ended September30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment NJmber 2 - A

Exhibit
Rebuttal Schedule B-2
Page 4.1
Witness: Bourassa

A/D Plant Retirements

354 - Structures and Improvements
361 - Collection Sewer .. Gravity
371 - Pumping Equipment
389 - Other Plant and Miscellaneous Equipment

$ (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Service $(554,977)

Line

0 2
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

SUPPORTING SCHEDULES
Rebuttal B~2, page 3.1



LitchfieldParkService Company Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 .. B

Exhibit
Rebuttal Schedule B-2
Page 4.2
Witness: Bourassa

Computation of A/D for transferee Odor Control Unit to Black Mounter Sewer Comnanv ("BMSC")

Cost S 38,250 (from B-2, page 3.2)

Half YearYea r
2002
2002
2003
2004
2005
2006
2007
2008

*
Rate

2.52%
5%
5%
5%
5%
5%
5%
5%

Number of
Months

l l

I

12

12

12

12

12

6

Percent
9 l .67%
8.33%
100%
l00%
I00%
l00%
I00%
50%

50%
50%

100%
100%
l00%
l00%
l 00%
l00%

Accumulated
Depreciation

44 l .79
79.69

1,912.50
1,912.50
1,912.50
1,912.50
1,912.50
956.25

Total s 11,040.3

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

21
22

*The depreciation rate before November 2002 was 2.52% and after was 5%

Adjustment to Accumulated Depreication $ (11,040)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Exhibit
Rebuttal Schedule B-2
Page 4.3
Witness: Bourassa

Decommissioning Costs of Lift Station Requirement

354 - Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement) $ (8,003)

Increase (Decrease) in Plant-in-Sewice $ (8,003)

Line

4
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

See testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 D

Exhibit
Rebuttal Schedule B-2
Page 4.4
Witness: Bourassa

Line
of

A/D on Capitalized Plant

Acct.
354
355
371
389

Decsrtption
Structures & lrrprovements
Power Generation
Pumping Equipment
Other Sewer Plant & Equip.

Dear. Original
Rate Cost

3.33% $ 3,725
5.00% 5,004

12.50% 6,394
6.67% 10,579

Yr
Factor
0.375
0.375
0.375
0.375

Depredation
$ 47

94
300
265

Increase (Decrease) in Plant-in-Servioe $ 705

SUPPORTING SCHEDULE
Rebuttal B-2, page 3.3

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

See testimony
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 4

Exhibit
Rebuttal Schedule B-2
Page 6
V\htness: Bourassa

AIAC and CIAC Related to Plant Retirements

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Advances-in-Aid of Construction

Constributions-in-Aid of Construdim

$(16,649)

$(93,346)

See Staff Adjustment 1 Schedule JMM-WW5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rebuttal Schedule B-5
Page 1
Witness; Bourassa

Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)
Prepaids
Materials & Supplies

$ 711,419
11,148

50
72,782

Total Working Capital Allowance $ 795,399

Working Capital Requested $

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
Rebuttal C-1

RECAP SCHEDULES;
Rebuttal B-1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

Line

D O

Test Year
Adjusted
Results Adjustment

Rebuttal
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rebuttal
Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Measured Revenues
Other Wastewater Revenues

$ $ $4,776,618 $ 10,941,207
92.030
99-755

$ 11,132,993

$ 6,164,589
92,030
99,755

$ 6,356,374 s $

6,164,589
92,030
99,755

6,356,374 $4,776,618

Operating Expenses
$s $

72,805

(1,135)

1,205
267,554
632,064

2,076
279,749
75,579

3,117
33,348

2,788,806
24,084
78,309
18,976
69,551
32,133
2,213

17,997
70,000
36,162
22,098

1,523,088

1.205
257.554
632.064

2.075
279.749

75.579
3.117

33.348
2.788.806

24.084
78.309
18.976
69.551
32.133
2.213

17.997
70.000
36.162
22.098

1.523.088

1,205
267,554
632,064

2,076
279.749
75,579

3,117
33,348

2,716,001
24,084
78,309
18,976
69,551
32,133
2,213

19,133
70,000
36,656
43,889

1,550,237

(494)
(21,791)
(27,149)

Salaries and Wages
Purchased Water and WW Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Contractual Services- Testing
Contractual Services - Other
Contractual Services - Legal
Equipment Rental
Rents - Building
Transportation Expenses
Insurance General Liability
lnsuranoe Vehicle
Regulatory Commission Expense
Reg.Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation and Amortization
Taxes Other Than Income
Property Taxes
Income Tax

336,629
(99,906)

(2,865)
(6,532)

333,764
(106,438) 1 ,843,721

333.764
1.737283

$ 6,192,596
$ 163,778

$
$

12,838 $
(12,838) $

6,205,434
150,940

$1,843,721
$2,932,897

s
$

8,049,155
3,083,837

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense

(322,703) 2,446 (320,256) (320,256)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(322,703)
(158,925)

$
$

2,446 s
(10,391) $

(320,256) s -
(169,316) $2,932,897

$
$

(320,256)
2,763,581

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
Rebuttal C-1, page 2

RECAP SCHEDULES.-
Rebuttal A-1
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Line
N;

Depreciation Expense
Adjusted

O r i g i n a l
Cost

Proposed
Rates

Depreciation
Expense

1,783,426
18,941,384

548,674
1,161,105

23,094,661

630,748
27,434
23,222

461 ,893

47,019
3,789,468

52,331
860,393

1,760,813
82,825

414,315
5,431,228

47,788
343,681
611,767
198,772

4,702
75,789
4,359

28,651
220,102

1,511
10,358

271,561
2,389

11,445
40,805
13,258

Acct.

MQ
351
353
354
355
360
361
362
363
364
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
396
398

26,078
8,968

56,167
173,948
418,996

0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00%

10.00%
2.00%
8.33%
3.33%

12.50%
2.50%
2.50%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%

4.00%
5.00%

10.00%
10.00%
10.00%

5,216
359

2,808
17,395
41,900

Description
Organization
Land
Structures & Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravly
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters aid Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. aid Dist. System
Treatment 8~ Disposal Equip.
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant 8. Equip.
Office Furniture 81 Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Communication Equip
Other Tangible Plant

TOTALS $ 59,833,807 $ 1 ,895,964

Less: Amortization of Contributions
361 Collection Sewers Gravely $ 18,643,786 2.00% $ (372,876)

Total Depreciation Expense $ 1 ,523,088

Test Year Depreciation Expense 1,550,237

Increase (decrease) in Depreciation Expense (27,149)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

Adjustment to Revenues and/or Expenses $ (27, 149)

SUPPORTING SCHEDULE
B-2, page 3



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 2

Exhibit
Rebuttal Schedule C-2
Page 3
Witness: Bourassa

Adiust Pronertv Taxes to Reiiect Proposed Revenues:

$

s
$

6,355,374
6,356,374

11,132,993
7,948,580

15,897,161

$ 39,301

Adjusted Revenues in year ended 09/30/2008
Adjusted Revenues in year ended 09/30/2008
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment 15,573

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 15,881,588
21%

3,335,133
9.5187%

Property Tax
Pius: Tax on Parcels

317,463
16,302

$

$

333,764
336,629

(2,865)

Total Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in property taxes d

Line

82
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues andlor Expenses $ (2,865)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 3

Exmbn
Rebuttal Schedule C-2
Page 4
Witness: Bourassa

Contractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company $ (42,200)

lnc.rease(decrease) in Contractual Services _s (42,200)

Adjustment to Revenue and/or Expense $ (42,2(2

Line

M L
1
2
3
4
5
6
7

8
9

10
11

12
13

14
15
16
17
18
19
20

See Testimony

*



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 4

Exhibit
Rebuttal Schedule C-2
Page 5
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (494)

Increase(decrease) in Miscellaneous Expense $ (494)

Adjustment to Revenue and/or Expense $ (494)

Line

M L
1
2
3
4
5
6
7
8

g
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-ww16 Adjustment #4



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 5

Exhibit
Rebuttal Schedule C-2
Page 6
VVAtness: Bourassa

Line
m ;

Bad Debt Expense

Normalized Bad Debt Expense $ 22,098

Bad Debt Expense per Direct 43,889

Increase(decrease) in Bad Debt Expense $ (21,791)

1
2
3
4
5
6
7
8
g

10
11
12

13

14

Adjustment to Revenue and/or Expense $ (21,791)

15

16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W17 Adjustment #5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 6

Exhibit
Rebuttal Schedule C-2
Page 7
V\htness: Bourassa

Line
No.
1
2
3
4

Capitalized Expenses and Decommissioninq Costs

$354 - Structures and improvements - Dean Fence and Gate (fence)
355 - Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 - Pumping Equipment - Precision Electric (install rebuilt pump)
371 - Pumping Equipment - Precision Electric (new reinforced strainer baskets)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole ant)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. & map)
389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair)
389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system)
354 - Structures and improvements - Yahweh Contracting LLC (Lift station removal/retirement)
Total Capitalized Expenses $

(3,725)
(5,004)
(1 ,530)
(4,864)
(1,450)

(550)
(8,054)

(525)
(8,003)

(33,705)

increase(decrease) in Contracztuai Services - Other $ (33,705)

Adjustment to Revenue and/or Expense _s (33,703

5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SUPPORTING SCHEDULE
Rebuttal B-2, page 3.3
Rebuttal B-2, page 4.3



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 7

Exhibit
Rebuttal Schedule C-2
Page 8
V\htness: Bourassa

Remove Expenses Included in Rate Case Expense

Bourassa, CPA Inv. # 1000002402
Bourassa. CPA Inv. # 1000002413

$ (155)
(981)

(1,136)

Increase(decrease) in Regulatory Commission Expense $ (1,136)

Line

M L
1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20
21
22

Adjustment to Revenue and/or Expense $ (1,136)



Litchfield Park Service Company Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 8

Exhibit\
Rebuttal Schedule C-2
Page 9
Witness: Bourassa

Remove Unncessarv Expense

Exp cost for the DBack game
BALANCE DUE FOR 2008 XMAS PART
DJ SERVICE - XMAS PARTY
For Holiday Party Dec. 2008
Catered Lunch

$Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Total $

(6,400)
(953)
(495)

(4,959)
(412)

(13,219)

Wastewater Davison 4-factor allocation % 23.66%

Increase (decrease) in Contractual Services - Other $ (3,128)

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16

17
18
19
20

Adjustment to Revenue and/or Expense $ (3,128)
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Litchfield Park Service Company - WastewaterDivision
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses

Adjustment Number 10

Exhibit
Rebuttal Schedule C-2
Page 11
Witness: Bourassa

Line
Mr;

Interest Svnchronization

$ 28,034,885
1 .14'/o

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense $ 320,256

TestYear InterestExpense $ 322,703

Increase (decrease) in Interest Expense (2,446)

Adjustment to Revenue and/or Expense $ 2,446

Weighted Cost of Debt Commutation

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Debt

Equity

Total

$

s

$

Amount

11,505,844

52,906,962

64,413,805

Percent

17.86%

82.14%

100.00%

Cost

6.39%

12.00%

Weighted

Cost

1 .14%

9.86%

11 .00%



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues andlor Expenses
Adjustment Number 11

Exhibit
Rebuttal Schedule C~2
Page 12
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

Taxable Income before adjustments
Adjustments to Taxable Income
Taxable income

$ (275,754)

$ (275,754)

$ 4,500,864

$ 4,500,864

Income Before Taxes $ (275,754) $ 4,500,864

Arizona Income Before Taxes $ 4,500,864

$ 313,620Less Arizona Income Tax
Rate =
Arizona Taxable Income

6.97%

Arizona Income Taxes

$ 4,187,244

313,620$

Federal Income Before Taxes
$ 4,500,864

Less Arizona Income Taxes $ 313,620

$ 4,187,244
Federal Taxable Income

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

$
$
$
$
$

7,500
6,250
8,500 Federal

91,650 Effective
1,309,763 Tax

Rate
s 1,423,663 31.63%

Federal Income Taxes

Total Income Tax
$ 1,737,283

Overall Tax Rate
38.60%

Line

u
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38

39
40
41
42
43

44
45
46

Income Tax at Proposed Rates Effective Rate >$ (106,438)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rebuttal Schedule C-3
Page 1
VVhtness: Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
31 .63%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

= Gross Revenue Conversion Factor1
Operating Income % 1 .6286

Line

_ML
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rebuttal A-1



Litchfield Park Service Company - Wastewater Division
Revenue Summary

V\Ath Annualized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Exhibit
Rebuttal Schedule H-1
Page 1
Witness: Bourassa

Line

.Ng Customer Classification
Percent
Change

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues
$ $ 77.24%

77.24%
77.24%
77.24%
77.24%

73.99%
0.70%
0.83%
2.70%

78.23%

74.47%
0.71%
0.84%
2.72%

78.73%

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520
Subtotal s

Present
Revenues

$ 4,647,120
44,064
52,224

169,728
4,913,136 $

Proposed
Revenues

8,236,679
78,100
92,563

300,830
8,708,172 $

Dollar
Change

3,589,559
34,036
40,339

131 ,102
3,795,036

Multi-Unit Housing
Multi-Unit 3
Multi-Unit 5
Muni-unix6
Multi-Unit7
Multi-Unit8
Multi-Unit g
Muni-Unit 14
Multi-Uni! 16
Muni-uni: 17
Muni-urm 18
Multi-Unit 24
Multi-Unit 48
Multi-Uni! 84
Multi-Unit 90
Multi-Unit 132
Muni-unit 304

9,923
3.156
1,818
a,484

73,124
2,727

46,662
116,352

5,151
5,454
7,272

13,938
25,452
27,270
79,992
92,112

17,591
5,595
3,223

15,039
129,525

4,834
82,716

206,254
9,131
9,e6a

12,891
24,708
45,118
48,341

141,800
163,284

7,667
2,439
1,405
6,555

55,501
2,107

36,054
89,902

3,980
4,214
5,519

10,770
19,666
21,071
61,808
71,172

77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%
77.27%

0.16%
0.05%
0.03%
0.14%
1 .16%
0.04%
0.14%
1.85%
0.08%
0.09%
0.12%
0.22%
0.41%
0.43%
1 .27%
1 .47%

0.16%
0.05%
0.03%
0.14%
1.17%
0.04%
0.75%
1 .86%
0.08%
0.09%
0.12%
0.22%
0.41%
0.44%
1 .28%
1 .48%

Subtotal $ 518,888 $ 919,818 $ 400,931 77.27% 8.26% 8.32%

$ 84,318 $ 149,463 65,145 77.26% 1 .34% 1.35%

$ $ 77.32%
77.33%
77.32%

4.08%
3.55%
7.63%

4.11%
3.57%
7.69%

Small Commercial
Measured Service:

Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

Subtotal $

256,547
222,936
479,482 $

454,904
395,322
850,228 $

198,357
172,386
370,744

$ $ $ 77.27%
77.25%
77.27%

1.65%
0.19%
1.85%

1.67%
0.19%
1.86%

Wigwam Resort - Per Room
V\hgwam Resort - Main
Subtotal $

103,929
12,000

115,929 $

184,232
21,270

205,502 $

80,303
9,270

89,573

$ s $ 77.25%
77.25%
77.25%
77.25%

0.52%
0.46%
0.24%
1.22%

0.52%
0.46%
0.24%
1.22%

Elementary Schools
Middle and High Schools
Community College
Subtotal $

32,640
28,800
14,880
76,320 $

57,854
51 ,048
26,375

135,277 $

25,214
22,248
11,495
58,957

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Effluent Sales
Total Revenues Before Revenues Annualization $

92,268
6,280,340 $

92,268
11 ,060,726 $ 4,780,386

0.00%
76.12%

1.47%
197.19%

0.83%
197.81%



Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annualized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Exhibit
Rebuttal Schedule H-1
Page 2
Witness: Bourassa

Customer Classification
Present

Revenues
Proposed
Revenues

Dollar
Change

Percent
Change

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues

(36,394)
2,020

138

(54,505)
3.581

245

(28,111)
1,561

107

77.24%
77.27%
77.26%

-0.58%
0.03%
0.00%

-0.58%
0.03%
0.00%

Revenue Annualization
Residential
Multi~Unit Housing .. Mulit-Unit 8
Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels. Grocery, Dry Cleaning
Effluent Sales

Subtotal Revenue Annualization

37,725
20,139

(25,908)
(28,724)

16,449
8,782

77.32%
77.33%
0.00%
4.41 %

0.34%
0.18%

-0.41%
-0.44%

0.34%
0.18%

-0.23%
-0.26%

21,275
11,357

(25,908)
(27,512) (1,213)

Misc Sewioe Revenues
Misc Revenues
ReconcilingAmount to C-1
Totals

99,755
3,791

6,356,375

99,755
1,236

11,132,992
(2,555)

4,776,618

0.00%
-67.40%
75.15%

1.59%
0.06%

197.25%

0.90%
0.01 %

197.83%

$ 99,755
6,380,095

(6,280,340)
499

$
$

Line

89_
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Revenue Reconciliation
Recorded Revenues
Amount per Bill Count Before Rev. Annualizalion
Difference
Tolerance (+/- 1/2 percent)
Acceptable No



LitchfieldParkService Company -WastewaterDivision
Test Year Ended September 30, 2008
Analysis of Revenue by Detailed Class

Special Rate Commercial Customers Pay Standard Commerical Rate

Rebuttal Schedule H-2
Page 1
Vastness: Bourassa

Line
No.

Customer
Classification

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520

Average
Number of
Customers

at
9/30/2008

14, 126
1

1

1

Average
Water Use

N/A
N/A
N/A
N/A

s

AverageBill
Present Proposed
Rates Rates

27.20 48.21
3,672.00 6,50B.35
4,352.00 7,713.60

14,144.00 25,069.20

$ $

Proposed Increase
Dollar Percent

Amount Amount
21 .01 77.243%

2,836.35 77.243%
3,361.60 77.243%

10,925.20 77.243%

Multi-Unit Housing
Muni-unix a
Mulii-Uni!5
Mufti-Unit e
Multi-Unit7
Multi-Unit8
Muni-unit9
Multi-Unit 14
mule-unn 16
Multi-Unit 17
Mum-unn 1 s
Muni-unn 24
Multi-Uni!46
Multi-Unit 84
Muni-uni: 90
Multi-Unit 132
Multi-Unit 304

11

2

1

4

3 0

1

11

2 4

1

1

1

1

1

1

2

1

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

75.75
126.25
151 .50
176.75
202.00
227.25
353.50
404.00
429.25
454.50
606.00

1,161 .50
2,121 .00
2,272.50
3,333.00
7,676.00

134.28
223.80
268.56
313.32
358.08
402.84
626.64
716.16
760.92
805.68

1,074.24
2,058.96
3,759.84
4,028.40
5,908.32

13,607.04

58.53
97.55

117.06
138.57
156.08
175.59
273.14
312.16
331 .67
351.18
468.24
897.46

1,638.84
1,755.90
2,575.32
5,931 .04

77.267%
77.267%
77.267%
77.267%
77.287%
77.267%
77.2G7%
77.267%
77.267%
77.267%
77.267%
77.267%
77.267%
77,267%
77.267%
77.267%

153 N/A 46.00 81.54 35.54 77.261%Small Commercial
Measured Sewicez
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

138
62

57,450
91 ,567

155.01
300.45

274.87
532.78

119.85
232.33

77.31B%
77.326%

Wigwam Resort - Per Room
Vlhgwam Resort - Main

1

1

N/A
N/A

8,660.75
1,000.00

15,352.68
1,772.50

6,691 .93
772.50

77.267%
77.250%

Elementary Schools
Middle and High Schools
Community College

4

3
1

N/A
N/A
N/A

680
800

1 ,240

1,205
1,418
2,198

525.30
618.00
957.90

77.250%
77.250%
77.250%

1
2

3
4

5
6
7
8

9
10
11

12
13
14
15
16
17
18
19

20
21
22
23
24
25

26
27
28

29
30

31
32

33
34
35
36
37
38
39

40
41

Effluent Sales ($55 per acre foot)
Eflluent Sales ($100 per acre foot)
Effluent Sales (5225 per acre foot)
Total

4
0
1

14,589

5,939,470
2,856,100
3,383,491

1 ,003
877

2,336

1 ,003
877

2.336

0.000%
0.000%
0.000%



Litchfield Park Service Company - Wastewater Division
Present and Proposed Rates

Test Year Ended September 30, 2008

Exhibit
Rebuttal Schedule H-3
Page 1
VWtness: Bourassa

Customer Classification

Present
Rates

Proposed
Rates

Percent
Change

Monthly Charge for:
Monthly Residential Service $ 27.20 $ 48.21 77.24%

Multi-Unit Housing - Monthly per Unit $ 25.25 $ 44.76 77.27%

$ 46.00 $ 81.54 77.26%

Line

4
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Commercial:
Small Commercial - Monthly Service
Measured Service:

Regular Domestic:
Monthly Service Charge
Rate Per 1,000 Gallons of Water

s
$

25.75
2.25

$
$

45.64
3.99

77.24%
77.33%

Restaurant, Motels, Grocery Stores & Dry Cleaning Estab.'
Monthly Service Charge
Rate Per 1,000 Gallons of Water

$
$

25.75
3.00

$
$

45.64
5.32

77.24%
77.33%

V\hgwam Resort:
Monthly Rate - Per Unit
Main Building - Per Month

$
$

25.25
1,000.00

s
$

44.76
1,772.50

77.27%
77.25%

Schools - Monthly Service Rates:
Elementary Schools
Middile Schools
High Schools
Community College

$
$
$
$

680.00
800.00
800.00

1 ,240.00

$
$
$
$

1,205.30
1,418.00
1,418.00
2,197.90

77.25%
77.25%
77.25%
77.25%

Effluent2 Market Market 0.00%

16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31

32

33
34
35

1 Motels without restuarants charged multi-unit monthly rate.

2 Market Rate - Maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate of $1 .32 per thousand
gallons.



Litchfield Park Service Company - Wastewater Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rebuttal Schedule H-3
Page 2
V\htness: Bourassa

Present
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(fs)
40.00
(e)

3.50%
(f)
(9)

$

Proposed
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(c)
$ 40.00

(e)
3.50%

(0
(9)

Line
M Other Service Charges

1 Establishment (Regular Hours) per Rule R14-2-603D (a)
2 Establishment (After Hours) per Rule R14-2-603D (a)
3 Re-Establishment of Service per Rule R14-2-603D (a)
4 Reconnection (Regular Hours) per Rule R14-2-603D (a)
5 Reconnection (After Hours) per Rule R14-2-603D (a)
6 NSF Check, per Rule R14-2-608E (a)
7 Deferred Payment, Per Month
8 Late Charge
9 Service Calls - Per Hour/After Hours(d)

10 Deposit Requirement
11 Deposit Interest
12 Service Lateral Connection Charge All Sizes
13 Main Extension Tariff, per Rule R14-2-606B
14
15
16
17 (a) Service charges for customers taking both water and sewer sewioe are not duplicative.
18 (b) Minimum charge times number of full months off the system. per Rule R14-2-603D.
19 (c) Per Rule R14-2-608F. Greater of $5.00 or 1.5% of unpaid balance.
20 (d) No charge for service calls during normal working hours.
21 (e) Per ACC Rules R14-2-603B Residential - two times the average bill.
22 Non-residential - two and one-half times the average bill.
23 (f) At cost. Customer/Developer shall install or cease to be installed all Service Laterals as a
24 non-refundable contribution-in-aid of construction..
25 (g) All Main Extensions shall be completed at cost and shall be treated as non-refundable
26 contribution~in-aid of construction.
27
28
29
30
31
32
33
34
35
36

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-608D(5).



IN THE MATTER OF THE APPLICATION
OF LITCHI-IFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.

v

FENNEMORE CRAIG, P.C.
Jay L. Shapiro (No. 014650)
Todd C. Wiley (No. No. 015358)
3003 n. Central Ave.
Suite 2600
Phoenix, Arizona 85012
Attorneys for Litchfield Park Service Company

BEFGRE THE ARIZONA CORPORATION COMMISSION

1

2

3

4

5

6

7

8

9

10

11

12

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPOR.ATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

DOCKET NO: SW-01428A-09-0103

13 DOCKET NO: W-01427A_09-0104

14

15

16

17

18 DOCKET no. W-01427A-09-0116

19

20

21

22

23

24

25

26

FENNEMORE CRAIG
A PROFESSIONAL CORPORATlOr

PHOENIX

an



1 DOCKET NO. W-01427A-09-0120

2

3

4

5

6

7

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,170,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.

8

9

10

11

12

13

14

15

REBUTTAL TESTIMONY

of

THOMAS J. BOURASSA

Of]

COST OF CAPITAL

(Phase 1 - Determination of Rate Base and Rates)

16

17
December 2, 2009

18

19

20

21

22

23

25

26

FENNEMORE CRAIG
A PROFESSIONAL CORPOKATIOI*

PHOENIX

24
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1.

Q~

INTRODUCTION

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company ("LPSCO" or the

"Company").

Q- ARE YOU THE SAME THOMAS J. BOURASSA THAT FILED DIRECT

TESTIMONY ON RATE BASE, INCOME STATEMENT, REVENUE

REQUIREMENT AND RATE DESIGN IN THIS DOCKET?

Yes, and all of my background infonnation and testimony regarding my

qualifications is contained in that portion of my direct testimony.

Q, DID YOU ALSO PREPARE DIRECT TESTIMONY ON THE COST OF

CAPITAL ON BEHALF OF LPSCO IN THIS CASE?

Yes, I also provided direct testimony on the cost of capital, including the cost of

equity, in this case.

11. SUMMARY OF REBUTTAL TESTIMONY AND THE PROPOSED COST
OF CAPITAL FOR THE COMPANY

Q-

A. Summary of Companv's Rebuttal Recommendation.

WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY?
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In this portion of my rebuttal testimony I will provide updates of my cost of capital

analysis and recommended rate of return using more recent financial data. I also

will respond as appropriate to the direct testimonies of Mr. Manrique on behalf of

Staff and the direct testimony of Mr. William A. Rigsby on behalf of RUCO.
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¢h

Q. OF CAPITAL

A.

PLEASE SHMMARIZE YOUR UPDATED COST

ANALYSIS.

Since the Company's direct filing, the cost of equity has increased substantially, as

indicated by the Discounted Cash Flow ("DCF") model and the Capital Asset

Pricing Model ("CAPM"). The table below summarizes the results of my updated

analysis using those models:

DCF Constant Growth (earnings growth)

DCF Constant Growth (sustainable growth)

Two-Stage Growth Model

DCF Average Results

CAPM Historical Market Risk Premium

CAPM Current Market Risk Premium

Average CAPM Results 8.9%-16.7%

Average Overall Results 8.9%-15.1%

The schedules containing my updated cost of capital analysis are included with my

rebuttal schedules, attached to my other rebuttal testimony. Attached to this

Range

9.3% - 14.9%

9.4% _ 12.0%

9.5% _ 13.5%

9.4% _ 13.5%

Midpoint

12.1%

10.7%

11.4%

11.4%

8.3%

16.7%

12.5%

12.0%

testimony are five attachments discussed below.

I also prepared rebuttal testimony that addresses the Company's rebuttal rate

base, its income statement (revenue and operating expenses), its required increase

in revenue, and its rate design and proposed rates and charges for service. For the

convenience of the Commission and the parties, that volume of my testimony has

been tiled separately in thiscase.
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Q- PLEASE SUMMARIZE YOUR RECOMMENDED REBUTTAL COST OF

DEBT AND EQUITY, AND YOUR RECOMMENDED REBUTTAL RATE

OF RETURN ON RATE BASE.
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A. The Company's recommended capital structure consists of 17.9 percent debt and

82.1 percent common equity as shown on Rebuttal Schedule D-1. Based on my

updated cost of capital analysis, I am recommending a cost of equity of 12.0

percent.

Based on my 12.0 percent recommended cost of equity, the Company's

weighted cost of capital ("WACC") is 11.0 percent, as shown on Rebuttal Schedule

D-l.

Q-

B. Updates to Direct Testimonv.

WHY IS YOUR COST OF EQUITY RECOMMENDATIDN LOWER IN

YOU REBUTTAL THAN IN YOUR DIRECT TESTIMONY?

A. When I prepared my direct testimony in February 2009, the economy was in the

midst of a severe recession and a crisis was occurring in the financial markets. The

Dow Jones average had fallen by 38 percent and the S&P 500 dropped by 40

percent in just a couple of months. During this period, there was a "flight to

quality" that led to the traditional spread between required returns on Treasury

securities and other assets increasing as investors turned away from common

stocks and corporate bonds in favor of treasuries. During the past several months,

both the economy and the financial markets have improved. Economists now

believe the recession has ended, but also see a long sluggish recovery. As Value

Line states "the evolving business upturn may be a checkered affair, with a

succession of peaks and valleys along the way...Should [the] uneven recovery

unfold, the stock market might remain quite volatile."l

There are several key factors that could cap the strength of economic

recovery over the next few years. These include an unusually slow improvement in
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26 1 Value Line Selection and Opinion, October 16, 2009.
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labor market conditions,2 only modest gains in consumer spending, tight credit and

a desire by households to pare debt, a slow recovery in residential investment due

to still rising home foreclosures and persistently high inventories of unsold existing

homes, a further pull-back in commercial construction, limited improvement in

capital spending resulting from excess capacity that exists in many sectors, and still

lack of capital available to small and mid-sized businesses.3

Q- SO HOW EXACTLY HAS THE COST OF EQUITY DROPPED SINCE

YOU PREPARED YOUR DIRECT TESTIMONY?

A. My updated analysis indicates cost of equity is 12.0 percent, which is lower than

the 14.1 percent indicated cost of equity in my direct testimony. My cost of equity

estimates based on the discounted cash flow ("DCF") and the capital asset pricing

model ("CAPM") ranged from 9.5 percent to 18.6 percent with a mid-point of 14,1

percent. Despite a 14.1 percent indicated cost of equity in my direct cost of equity

analysis, my recommendation for the cost of equity was 12.5 percent.

c.

Q-

Summand of the Recommendations of Staff and RUCO.

PLEASE SUMMARIZE THE COST OF DEBT AND EQUITY

RECOMMENDED BY STAFF AND RUCO, AND THEIR RESPECTIVE

RECOMMENDATIONS FOR THE RATE OF RETURN ON FAIR VALUE

RATE BASE.
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Staff determined a cost of equity of 9.2 percent based on the average cost of equity

produced by it s DCF and CAPM models (10.0 percent )  and an 80 basis point

downward adjustment  fo r  LPSCO's lower  financial r isk as compared to  the

publicly traded water utilities in Staffs sample group.4 Staff did not consider any

2 The unemployment rate recently jumped to l0.2%, which is higher than the unemployment rate
during the 2001 recession.

3 Blue Chip Financial Forecasts, Vol. 28, No. 10, October 1, 2009.

4 See Direct Testimony of Juan C. Manrique ("Manrique Dt.") at 34.

A.
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of LPSCO's firm-specific risks other than financial risk. Staff is recommending a

capital structure consisting of 17.2 percent debt and 82.8 percent equity.5 Based on

a capital structure of 17.2 percent debt and 82.8 percent equity, Staff determined

the WACC for LPSCO to be 8.7 percent. 6

RUCO determined its recommended cost of equity, 8.01 percent, based on

the average cost of equity of its DCF andCAPM resu1ts.7 RUCO is recommending

a recommending a capital structure of 17.8 percent debt and 82.2 percent equity.8

RUCO's recommended cost of debt is 6.39 percent, based the Company's average

cost of debt. Based on a capital structure of 17.8 percent debt and 82.2 percent

equity, RUCO computed a WACC of 7.72 percent, which is RUCO's

recommended rate of return on FVRB.9 RUCO also did not consider firm-specific

risks other than financial risk.

11. RESPONSE TO STAFF'S COST OF CAPITAL ANALYSIS

Staff's Financial Risk Adjustment

DID STAFF RECOMMEND A FINANCIAL RISK ADJUSTMENT?

A.

Q-
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A. Yes, and my primary criticism of Staff's financial risk adjustment is that a beta for

LPSCO is required to make this adjustment, yet LPSCO does not have a beta

because it is not publicly traded. Staff assumes the beta of the large publicly traded

utility companies is the beta for LPSCO. I believe that LPSCO, if it were publicly

traded, would have a higher beta than the sample water utility companies.10 In

Chapter 7 of Morningstar's Ibbotson SBBI 2009 Valuation Yearbook, for example,

5 Id.
6 Id. at 36.
7 See the Direct Testimony of William A. Rigsby ("Rigsby Dt.") at 7.

8 Id.

9 Id. at 8.
10 Bourassa Direct Testimony (Cost of Capital) ("Bourassa Dt.") at 37.
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Ibbotson reports that when betas are properly estimated, betas are larger for smaller

companies than for larger companies. A higher beta for LPSCO would result in a

much lower financial risk adjustment using the Hamada method Staff employs .

A secondary criticism is that Staff ignores the higher risk of LPSCO due to

its small size relative to the sample companies. If Staff is going to make a financial

risk adjustment for differences in the capital structures between Staflf"s water proxy

group and LPSCO, it should also consider a small firm risk premium to account for

firm size differences. Ibbotson finds that even after accounting for differences in

beta risk, small firms require an additional risk premium over and above the added

r isk premium indicated by differences in beta r isk." Another reviewer also

reported evidence that the stocks of small water utilit ies, like LPSCO, are more

risky than the stocks of larger water utilit ies, such as those in the water utilit ies

sample.12 Even the California PUC conducted a study that showed smaller water

utilities are more risky than larger ones.13 Franldy, it seems to me indisputable that

investors require higher returns on small company stocks as compared to large

company stocks.

As a consequence of smaller firms having higher risks (after accounting for

d ifferences in be t a  r isk) ,  an addit io nal small firm r isk  premium sho uld  be

considered. In the end, differences in financial risk can be more than offset by the

required small firm risk premium.
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11 Ibbotson SBBI 2009 Valuation Yearbook, Morningstar (Chapter 7).

12 Thomas M. Zepp, "Utility Stocks and the Size Effect ... .  Revisited," The Quarterly Review
Economics and Finance, Vol. 43, Issue 3, Autumn 2003, 578-582.

13 Staff Report on Issues Related to Small Water Utilities, June 10, 1991 and CPUC Decision 92-
03~093.
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Q.

Q-

HAVE YOU PREPARED AN ATTACHMENT SUMMARIZING YOUR

ASSESSMENT OF THE ADDITIONAL RISK PREMIUMS REQUIRED

FOR SMALLERFIRMS LIKE LPSCO?

Yes. I have included at TJB-RB-COC (Phase I) Attachment 1 the results of an

Ibbotson study using annual data reporting the size premium based upon firm size

and return data provided in Morningstar Ibbotson SBBI 2009 Valuation Yearbook

and information contained in a published work by Dr. Thomas M. Zepp. I have

estimated that a small company risk premium in the range of 99 to 181 basis points

is appropriate. To be conservative, I would estimate a small company risk

premium of no less than 100 basis points is warranted for LPSCO. Putting aside

the fact that Staff's financial risk adjustment is too high because the beta for

LPSCO would be higher than the average beta of Staff's water proxy group, the

upward 100 basis point small firm risk premium would more than offset the

downward 80 basis point financial risk adjustment recommended by Staff.

DO INVESTORS CONSIDER THESE RISKS?

Of course. Contrary to Mr. Manrique's assertion that the risks due to small size

and risks associated with the Arizona regulatory requirements use of historic test

years and limited out of period adjustments are "unique" risks,l4 the market risk for

small utilities and small utilities doing business in Arizona, like LPSCO, is

important to investors, and these risks are not captured by the market data of the

water utility proxy group Staff uses to estimate the cost of equity for LPSCO.

Again, none of the utilities in Staffs water proxy group are of comparable size to

Lpsco.'5 In fact, LPSCO is but a small fraction of the size of the water utilities in

Staffs water proxy group. Neither are any of the water utilities in Staff's water
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14 Manrique Dt. at 42.

15 Bourassa Dt. at 18.
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proxy group subject exclusively to Arizona regulation.16 Had Mr. Manrique used a

proxy group consisting of utilities of similar size to LPSCO and primarily subject

to Arizona regulation I would have no argument. But, there is no such market data

available.

In summary, as I testified, the criteria established by the Supreme Court in

decisions such as Blu4ield Water Works require the use of comparable companies,

i.e. ,  companies that  would be viewed by investors as having similar risks. A

rational investor would not  regard LPSCO has having the same level of risk as

Aqua America or even Connecticut Water just  because they all sell water under

state regulation.l7

Q- DO YOU HAVE ANY OTHER CRITICISMS OF STAFF FINANCIAL RISK

Q-
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A.

ADJUSTMENT?

Yes .  S t a ff u ses  bo o k  va lues  in  it s  Hamada  me t ho d . T his  r e su lt s  in  an

overstatement  of the financial risk adjustment . The Hamada method should be

based on market values rather than book values.

PLEASE EXPLAIN.

Professor Hamada developed his methodology using market  values of the firm.

Market values are releVant.18 Other authorities in the subject of finance recognize

that market values of the firm are relevant when it comes to leverage and financial

risk.l9 This is logical given that Professor Hamada's formula is an extension of the

161d. at 18-19.
17 Id.
18 "Effects of the Firm's Capital stmcmre on Systematic Risk of Common Stock," Journal of
Finance, Vol. 27 No. 2 (May 1972) 435-453.

19 Shannon, P. Pratt, Cost of Capital .-. Estimations and Applications, John Wiley & Sons 83-85,
Roger A. Morin. New Regulatory Finance (2006) 221-25.
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CAPM, which is a market-based model that does not consider book or accounting

data.

Q- HAS STAFF PROVIDED ANY SUPPORT FOR USING BOOK DEBT AND

A.

EQUITY?

No. Staff's discussion on the subject is sparse.2° It is difficult to address this

subject adequately at this time without knowing Staff's rationale and authoritative

support for the use of book values. I have been unable to find any authority for

using book value in the Hamada formula.

Q. WHAT FINANCIAL RISK ADJUSTMENT HAVE YOU COMPUTED

Q-

A.

USING STAFF'S MODELS AND MARKET VALUES?

I computed a downward financial risk adjustment of 50 basis points. I used the

market value of equity for the publicly traded water utilities, which I computed

using their market-to-book ratios as set forth in Staffs testimony. For debt, I used

the book value of debt as the market value. According to Dr. Morin, this is an

appropriate assumption.21 To compute the market value of LPSCO's equity, I used

the market value of LPSCO's equity using the average market-to-book ratio of the

sample publicly traded utility companies.

SO STAFF'S HAMADA ADJUSTMENT IS OVERSTATED BY AT LEAST

40 BASIS POINTS?

Yes, but that still does not account for the problem with using the average betas as

I discussed above. LPSCO's small size compared to those sample companies taints

the use of the beta in the first place, then Staff has overstated it in the second place.

Under these circumstances I simply do not believe the evidence supports a

financial risk adjustment in the range of 50-80 basis points.
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20 Manrique Dr. at 33-34.

21 Morin, supra at 224.
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Q-

A.

Q-

A.

ARE YOU PERSUADED BY MR. MANRIQUE'S TESTIMONY ON PAGE

42, WHERE HE REFERENCES PRIOR COMMISSION DECISIONS THAT

THE DID NOT FIND A FIRM SIZE PHENOMENON FOR REGULATED

UTILITIES?

No. Franldy, the agency's failure to recognize a small firm risk existence despite

an abundance of empirical financial evidence suggesting otherwise is another

reason why it is more risky for smaller utilities to do business in Arizona.

Investors do recognize the unfavorable regulatory environment here in Arizona. I

know first hand because I talk to them in my work. Arizona's regulatory

environment may drive investors to invest in utilities in states with more favorable

regulatory environments, such as Califomia.22 Three of the six utilities in the

Staffs water proxy group are located in California, which offers a more favorable

regulatory environment by using future test years and adjustor/balancing accounts

in its rate-setting process. As a result, utilities in Arizona are finding it

increasingly difficult to attract capital as investors invest their funds in less-risky

regulatory environments .

B. Response to Staff' Criticisms of LPSCO Cost of Capital Analvsis

PLEASE RESPOND TO MR. MANRIQUE'S TESTIMONY ON THE

ARTICLE, "CHOICE AMONG METHODS OF ESTIMATING SHARE

YIELD", BY GORDON, GORDON, AND GOULD, WHICH ARTICLE YOU

REFERENCED AS SUPPORTING ESTIMATING THE DCF GROWTH

RATE.

Mr. Manrique characterizes the article as merely an "article that describes more

generally the methods exclusively using analysts' forecasts [as] 'popular and
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26 Hz Bourassa Dt. at 15-16, see also Rebuttal Testimony of Greg Sorensen (Phase I) at 11.
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attractive models', but the article does not support the conclusion that analyst

However, the article reported on a formal studyforecasts should be used alone."23

conducted by the authors which concluded:

We have compared the

Ats
dividgnff

accuracyTy of four methods for
estimating the growth component o the discounted cash flow
yield on a share: growth in earnings (KEGR), past

oath in s (KDGR, past retention growth rate
KBRG), and forecasts of growth b security
KFRG)..... For our sample

performed well, with KBRG, KDGR, and KEGR following in
that order, and with KEGR a distant fourth....

f ' analysts
of us t ty shares, KFRG

a s
Before closing, we have three observations to make. First,
the superior performance by KFRG should come no
surprise. All our estimates of growth rely upon past data, but
in the case of KFRG a larger body o past data is used,
filtered through a group of security analysts
abnormal ties that are not const red relevant for future
growth...

who adjust for

Q-

As I testified, to the extent that past results provide useful indications of

future growth prospects, analysts' forecasts or growth would already incorporate

that information. In addition, a stock's current price reflects known historic

information on that company, including its past earnings history.26 If investors rely

on such analysts' growth rate forecasts those are the forecasts of relevance to the

determination of equity costs.

PLEASE COMMENT ON MR. MANRIQUE'S TESTIMONY ON PAGE 37-

38 REFERENCING PROFESSOR GORDON'S REMARKS AT THE 30TH

ANNUAL FORUM OF THE SOCIETY OF UTILITY AND REGULATORY

FINANCIAL ANALYSTS.
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23 Manrique Dr. at 37.

24 David A. Gordon,  Myron J.  Gordon and Lawrence I Gould,  "Choice Among Methods of
Estimating Share Yield," Journal of Portfolio Management (Spring 1989) 50-55.

25 Bourassa Dt. at 27-28.

26 Id.
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A. First, let me state that I do not know the context upon which Professor Gordon

made his remarks. Further, in the quoted remarks, Professor Gordon does not say

anything about past growth rates. There is no reference in the quotation as to

which past growth rates (EPS, DPS, book value) should be used, if any, or what

weighting past growth rates should be given when estimating the growth rate for

the DCF model." Having said dirt, Mr. Manrique confirms "Professor Gordon

would temper the typically higher analysts' growth rates with the typically lower

I am sure Mr. Manrique would agree that I have done this in

my two-stage DCF model." The result of my two-stage DCF model indicates a

cost of equity of 10.9 percent. Compare that to Staffs overall DCF results of 9.7

percent.30 So, having tempered the analysts' growth rates I employ with a lower

GNP, my estimate is still significantly greater than Staffs. This is the result of

Staffs models being heavily weighted on low historical growth rates.

GNP growth rate."28

Q, DOES MR. MANRIQUE STATE THAT INVESTORS RELY ON ANALYST
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A.

ESTIMATES?

Yes.31 He also states that investors rely "to some extent on past growth as well."

However, he does not provide support as to what extent investors rely on past

growth rates, only that they are considered. Staff"s approach to estimating the

growth rate gives 50 percent weight to historic growth rates. If analyst estimates

already consider past growth, then Staff vastly overstates the impact of past growth

rates in its growth rates. And, by utilizing past growth rates that produce extremely

low results, Staff biases its DCF results downward.

27 Staff has not provided Professor Gordon's complete remarks in their work papers.

28 Manrique Dt. at 38.

29 Rebuttal Schedule D.4-10.
30See Staff Schedule JCM-3 _
31 Manrique at 38.
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A.
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PLEASE EXPLAIN.

I have prepared two exhibits that demonstrate the unrealistically low results

produced by Staffs historical growth rates. TJB-RB-COC (Phase I) Attachment

2 and TJB-RB-COC (Phase 1) Attachment 3 show the DCF results produced by

Staffs historical DPS and EPS growth rates. For example, as shown in TJB-RB-

COC (Phase I) Attachment 2, Staff's historical DPS growth rates produce

indicated costs of equity below the cost of debt for 3 of the 6 publicly traded water

utilities in Staff's water proxy group - one as low as 3.9 percent. The average

indicated cost of equity is 6.6 percent, which is nearly at the current cost of Baa

investmentgrade bonds at 6.3 percent and well below the expected Baa investment

grade bond cost of 7.4 percent during the period of time new rates will be in effect.

As shown in TJB-RB-COC (Phase I) Attachment 3, Staffs historical EPS

growth rate produces indicated costs of equitybelow the cost of debt for 3 of the 6

publicly traded water utilities in Staffs water proxy group - one as low as 4.9

percent. Again, the average indicated cost of equity is only 6.8 percent, not much

above the current cost of Baa investment grade bonds and well below the expected

cost of Baa investment grade bonds during the period of time new rates will be in

effect. Thus, while Mr. Manrique criticizes my use of analyst estimates, he does

not explain why growth rates which produce indicated costs of equity below the

cost of debt are reasonable and should be given 50 percent weight in his DCF

growth estimate computation.

DO YOU HAVE OTHER COMMENTS IN RESPONSE TO MR.

MANRIQUE'S TESTIMONY ON ANALYST ESTIMATES?

Yes. Mr. Manrique's reliance on the quote from Jeremy Siegel that dividends and

not earnings are meaningful is puzzling." My first comment is that the DCF

32 Manrique Dr. at 40.

Q-

FENNEMORE CRA IG
APROFESS\ONAL CORPORATION

PHOENIX

A.

13



1

model assumes, among other things, that a firm will have a stable dividend payout

policy and a stable earned return on book value. Thus, the stock price, book value,

dividends, and earnings all grow at the same rate. While it is appropriate to make

such assumptions for forecasting purposes, these assumptions are frequently

violated when examining historical data. As it turns out, the historical growth in

the stock price, book value, dividends, and earnings for the water have not been the

same." As a result, estimates of long-term growth rates should take this into

account.

Second, I have not used earnings in my DCF model, I used earnings growth

as a proxy for growth. It is from earnings that cash flows are generated to pay

dividends. Growth in earnings provides more cash flows from which to pay

dividends. As a consequence, earnings growth is a meaningful and appropriate

proxy for growth in the DCF model.

Finally, I do not disagree with Professor Siegel that the price of a stock is

the always equal to the present value of all future cash flows. I am sure Professor

Siegel would agree that future cash flows would not only include dividends by the

future selling price of the stock. The Market Price version of the DCF model

measures precisely that. I described the Market Price version of the DCF model in

my direct and will not repeat that testimony here.34 Putting that aside, a 10 year

Market Price DCF model for the sample publicly traded utility stocks would

indicate a cost of equity of 12.8 percent.
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33 See Rebuttal Schedule D.4-3 and Rebuttal Schedule D.4-4.

34 Bourassa Dt. at 24-25.
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Q. HAVE YOU PREPARED AN EXHIBIT ILLUSTRATING THE MARKET

PRICE DCF FOR THE WATER UTILITY SAMPLE?

At TJB-RB-COC (Phase I) Attachment 4Yes. I have included a Market Price

DCF computation for the sample publicly traded water utilities using 10 year

historical dividend growth and 10 year historical stock price growth. Again, the

average result is 12.8 percent (12.1 percent median) which compares far more

favorably to my cost of equity estimate of 12.0 percent than to Staffs cost of

equity estimate of 10.0 percent.

111.

Q-

RESPONSE TO RUCO'S COST OF CAPITAL ANALYSIS

A. Use of Gas Utilities to Develop Cost of Equitv

HOW DOES THE SAMPLE OF WATER UTILITIES MR. RIGSBY USED

TO ESTIMATE THE COST OF EQUITY COMPARE TO THE UTILITIES

USED BY THE COMPANY AND STAFF?

Mr. Rigsby used three publicly traded water utilities. He used the three largest

water utilities out of the six water utilities that I have used and Staff typical uses

when performing its cost of capital analysis.

Q- DOES MR. RIGSBY ALSO USE SAMPLE GAS COMPANIES TO

DEVELOP HIS ESTIMATE OF THE COST OF EQUITY? HOW DO

THEY COMPARE TO THE SAMPLE WATER COMPANIES?

Yes. He uses ten natural gas companies. However, the sample gas utilities are less

risky and therefore not comparable to water utilities. His sample water companies,

for example, have an average beta of 0.83, while his sample gas companies have an

average beta of just 0.67.35 That means that the equity cost for the water utility

should be greater than the gas companies, based on their relative riskiness .
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26 35 See RUCO Schedule wAR-7, page 1 of 2.
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41

The water utility sample has more systematic risk than the gas utility

sample. Mr. Rigsby erroneously assumes that the gas utilities and water utility

have the same systematic risk and are directly comparable, when they are not.

Q- CAN THE GAS UTILITIES BE USED TO ESTIMATE LPSCO'S COST OF

EQUITY?

A. Yes, if the results produced by the DCF and CAPM models are adjusted upward to

reflect the water utilities' additional risk. Mr. Rigsby, however, has made no

adjustment to account for the water utilities' additional risk.

Q- HAS THIS ISSUE EVER COME UP BEFORE?

A. Yes. In several prior cases, water utilities presented evidence of the cost of equity

using financial data for a similar group of publicly traded gas companies, which at

that time had a higher average beta than die water utility sample. In rejecting this

evidence, the Commission adopted Staff's argument that because the water utility

sample had a lower average beta than the gas utility sample, the cost of equity for

the water utility should be lower. For example, in Arizona Water Company's

Eastern Group rate case, the water utility sample had an average beta of 0.59, while

the gas utility sample had an average beta of 0.69. Staff estimated that based on

the difference in the two groups' betas, the sample gas companies has an equity

cost that is 100 basis points higher than the water utilities.36

Q. WHAT IS THE IMPACT OF RUCO'S USE OF THE GAS UTILITIES TO

ESTIMATE THE COST OF EQUITY IN THIS CASE?

By averaging the results of his equity cost estimate for the water utility sample with

his equity cost estimate for the gas utility sample, Mr. Rigsby has depressed the

cost of equity estimates. For example, the average of Mr.Rigsby's CAPM
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36 Decision No. 66849 (March 19, 2004) at 21, see also Arizona-American Water Company
Decision No. 67093 (June 30, 2004)at 27.
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N

estimates for the water companies and gas companies are 6.71 percent and 5.88

percent, respectively. This is an 83 basis point difference.

Q, HOW WOULD AN APPROPRIATE RISK ADJUSTMENT BE

A.

CALCULATED?

By using the CAPM. As I explained above, the difference between the results

produced by Mr. Rigsby's CAPM model is 83 basis points. Because of the method

used by Mr. Rigsby to implement the CAPM, however, 83 basis points understates

the required adjustment to properly reflect the gas utilities' lower investment risk.

If my method and inputs are used instead, similar to the method used in the

aforementioned Arizona Water Eastern Group case, the result is 140 basis points,

calculated as follows:

Rf Beta

0.67 X

0.67 X

B12

6.9%

15.5%

Historic MRP

Current MRP

Average Gas Utility Sample

Average Water Utility Sample37

2.8% +

4.3% +

_K

7.4%

14.7%

11.1%

12.5%

1.4%Difference/Risk Adjustment

Given this difference, it is clearly inappropriate to simply average the gas

utilities' equity cost with the water utilities' equity cost, as Mr. Rigsby has done.

This error assumes that a typical gas utility has the same investment risk as a

typical water utility, which is simply not the case at the present time. As a result,

Mr. Rigsby's use of gas utilities depresses the cost of equity for LPSCO.
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26 37 See Rebuttal Schedule D-4.13.
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Q-

B. Criticisms of RUCO's Implementation of the CAPM

WHAT OTHER CONCERNS DO YOU HAVE WITH RESPECT TO MR.

RIGBY'S CAPM ANALYSIS?

I have four other concerns with respect to Mr. Rigsby's CAPM analysis. First,

Mr. Rigsby employs a geometric average in calculating the market risk premium in

his CAPM. His choice to use geometric average depresses his cost of equity

estimate downward. An arithmetic average is the correct approach to use in

estimating the cost of capital, as various experts have explained." In fact, the

CAPM was developed on the premise of expected returns being averages and risk

being measured with the standard deviation. As Dr. Morin states,

Since the latter [standard deviation] is estimated around the
anthmetlc avert e, and not the geometric average, it is logical
to stay with grit etc averages to estimate the market risk
premium..In fact, annual returns are uncorrelated over time,
and the objective is to estimate the market risk premium for
the. next year, the arithlpetlc average is the best unbiased
estimate of the premium.

Attached at TJB-RB-COC (Phase 1) Attachment 5 is an excerpt from Dr.

Roger Morin's textbook on regulatory finance, which provides a detailed

discussion of this issue.4°

Second, Mr. Rigsby uses the U. S. Treasury total returns in his computation

when he should have used U.S. Treasury income returns. As I explained in my

direct testimony, the market risk premium is calculated by subtracting the risk-free

rate from the market retum.41 Mr. Rigsby erroneously used the average total return
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38 Richard A. Brealey and Stewart C. Myers, Principles of Corporate Finance 156-157 (7th ed.
I 2003), Roger A. Morin, New Regulatory Finance 156-157 (Public Utility Reports, Inc. 2006)

("Morin"), Ibbotson SBBI 2009 Valuation Yearbook 59-62.

39 Morin, supra, at 157-157.

40 Morin at 133-43 _

41 BourassaDt. at 29.
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on a Treasury security rather than the average income return. As shown on

Schedule WAR-7, at page 2, attached to Mr. Rigsby's direct testimony, the total

return used to calculate the market risk premium was 5.6 percent. This was the

average total return on an intermediate-term Treasury (1926-2008) as published in

the 2009 Ibbotson SBBI Valuation Edition Yearbook (Table 2-1). By contrast, the

average income return for an intermediate-term Treasury security was 4.7 percent.

The reason that an average income return must be used, rather than the

average total return, is quite straightforward. The CAPM is a risk premium

methodology that is based on the premise that an investor expects to earn a return

equal to the return on a risk-free investment, plus a premium for assuming

additional risk that is proportional to the security's market risk (i.e., its beta). U.S.

Treasuries are commonly used as a proxy for the risk-free rate because they are

backed by the United States government, effectively eliminating default risk. The

income return is the portion of the total return that results from the bond's periodic

cash flow, i.e., the interest payments. The income return provides an unbiased

estimate of the riskless rate of return because an investor can hold the Treasury

security to maturity and receive fixed interest payments with no capital loss or

capital gain. If the total return on a Treasury security is used instead, additional

risk is injected into the CAPM estimate, which is inconsistent with treating the

security as a riskless asset. As explained by Ibbotson :
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Another point to keep in mind when calculating the equity
risk premium is that the income return on the appropnate-
horizon Treasury security, rather than the total return, is used
in the calculation. The total return is of three
return comcponentsz the income return,
return, an the reinvestment return. The income return is
defined as the portion of the total return that results from a
periodic cash flow or, in this case, the bond coupon payment.
The capital appreciation return results from the price change
of a bond over a specific period. Bond prices generally
change in reaction to unexpected fluctuations in yields.

comprised
the capital appreciation
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Reinvestment return is the return on a given month's
investment income when reinvested into the same asset class
in the subsequent mondms of the year. The income return is
thus used in the estimation of the equity risk premium
because it represents the truly riskless portion of the return.

As a consequence of incorrectly using U.S. Treasury total returns and well

as geometric means, RUCO's CAPM estimate dramatically understates the cost of

equity for the water utility sample. If an intermediate-term Treasury security is

used as the proxy for the risk-free rate of return, the market risk premium would

increase to 6.9 percent from 6.1 percent using the conceptually correct arithmetic

averages. If that market risk premium is substituted for the 6.1 percent market risk

premium used by Mr. Rigsby, the arithmetic mean CAPM cost of equity for his

water utility sample would increase from 7.5 percent to 8.2 percent .- an increase of

70 basis points.

Third, Mr. Rigsby has ignored current market risk. This Commission has

consistently approved the use of a current market risk premium in implementing

the CAPM in water and wastewater utility rate cases. In the Chaparral City case,43

for example, the Commission adopted cost of capital used an historic market risk

premium and a current market risk premium in its CAPM estimates.44 RUCO,

however, has ignored current market risk in its CAPM estimates and has relied

instead on incorrectly calculated historic market risk premiums .

Changes in the current market risk premium have been a significant factor in

the cost of equity authorized by the Commission for water and wastewater utilities.
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42 Ibbotson at 75-76.

43 Chaparral City Water Company, Decision No. 68176 (September 30, 2005).

44 See Direct Testimony of Alejandro Ramirez,  Docket No. W-02113A-04-0616 (March 22,
2005), Surrebuttal Testimony of Alejandro Ramirez, Docket No. W-02113A-04-0616 May 5,
2005).
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In Arizona Water Company's Eastern Group case, filed in 2002, Staff computed a

current market risk premium of 13.1 percent in its CAPM estimate, and relied on

that market risk premium in estimating a cost of equity of 9.2 percent, using the

same six sample water utilities.45 At that time, the country was in the midst of a

recession, and, according to Staff, interest rates had fallen to the lowest levels since

the 1950s.46 Moreover, the average beta of Staffs water utility sample group was

only 0.59 at that time, indicating that investment risk for the water utility industry

was low relative to the market.47

Two years later, Arizona Water Company filed a rate case for its Wester

Group systems. Interest rates had increased from the levels in 2003, and the

average beta of the Staff's sample utilities had increased as well, indicating greater

investment risk. However, Staffs cost of equity estimate was virtually identical to

the Eastern Group case, 9.1 percent. 48 The primary reason was that Staff's current

market risk premium had dropped from 13.1 percent to 7.8 percent.49 The

Commission, in adopting Staff"s CAPM estimate, relied on this change, explaining

that "while interest rates have gone up, the cost of equity for the market as a whole

has decreased, while the cost of equity for utilities has remained relatively

stable."5°

45 Decision No. 66849 at 21 (March 19, 2004); see also Direct Testimony of Joel M. Reiker,
Docket No. W-01445A-02-0619, 24-25 (July 8, 2003).

46 Direct Testimony of Joel M. Reiker, Docket No. W-01445A-02-0619, 5 (July 8, 2003).

47 Direct Testimony of Joel M. Reiker, Docket No. W-01445A-02-0_19, 23 (July 8, 2003), see
also Decision No. 66849 at 20.

48 Surrebuttal Testimony of Alejandro Ramirez, Docket No. W-01445A-04-0_50, Sch. AXR-8
(May 25, 2005).

49rd.
50 Arizona Water Co. (Western Group),Decision No. 68302 at 38 (Nov. 14, 2005).
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Even more recently, in Black Mountain Sewer Corporation's rate case, the

Commission relied on a further decline in the current market risk premium to

support Staffs recommended 9.6 percent cost of equity.5l In that case, interest

rates and the average beta of the sample group were even higher than 2003 levels,

and while the result produced by Staff' s models was higher, the increase was not as

large as would be expected.52 The reason was that the current market risk premium

had decreased to only 5.7 percent, reducing the result produced by the CAPM.

Thus, while interest rates increased and the investment risk of the water utility

sample had increased, Staff explained that those increases were offset by a further

decline in the current market risk premium, indicating that the overall risk of the

market had declined."

As these decisions show, not only has the Commission consistently

considered the current market risk premium, but changes in the current market risk

premium have had a major impact on the cost of equity, offsetting changes in

interest rates and water utility betas in recent cases. Further, RUCO's witness has

acknowledged the importance of considering current market conditions in

determining the cost of equity:

Consideration of the economic environment is necessary
because trends in interest rates, present and projected levels
of inflation, and the overall state of the U.S. economy
determine the rate of return that investors am on their
invested iixnds. Each of these factors represent potential risks
that must be weighed when estimating the cost of equity
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51 Black Mountain Sewer Corp., Decision No. 69164 (Dec. 5, 2006).

Hz In the Black Mountain case, the intermediate-tenn Treasury used by Staff in its CAPM was 4.8
percent, while the average beta of Staff's sample group was 0.74. Surrebuttal Testimony of Pedro
M. Chaves, Docket No. SW-02361A-05-0657, Sch. PMC-2 (May 4, 2006). In Arizona Water's
Eastern Group case, in contrast, the intermediate-term Treasury used by Staff in its CAPM was
3.3 percent, while the average beta of Staffs sample group was 0.59. Direct Testimony of Joel
M. Raker, Docket No. w-01445A-02-0619, Sch. JMR-7 (July 8, 2003).

53 Black Mountain Sewer Corp., Decision No. 69164 at 25-26 (Dec. 5, 2006).
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capital for a. regulated utility and are, most often, the same
factors considered.bysindividuals
non-regulated entities.

In light of the current volatility in the financial markets, the failure to

consider current market risk would grossly distort the CAPM result. Consequently,

RUCO's use of two historic market risk premiums (one of which is conceptually

wrong for the reasons given previously) without considering the impact of current

market risk on investor expectations invalidates RUCO's cost of equity estimate.

Finally, and perhaps most importantly of all, three of the four of

Mr. Rigsby's CAPM estimates (one for water and two for the gas utilities), as well

who are also investing in

as his overall CAPM result, are at or below the current cost of Baa investment

grade bonds. The current cost of investment grade bonds in 6.3 percent.55 The

following are the results ofMr. Rigsby's CAPM as shown on WAR-1, page 3 of 3:

Geometric mean CAPM estimate - water companies 5.92%

Arithmetic mean CAPM estimate - water companies 7.49%

Geometric mean CAPM estimate - gas companies 5.25%

Arithmetic mean CAPM estimate - gas companies 6.51%

Overall CAPM result 6.29%
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A simple reality check should have caused Mr. Rigsby to question his inputs

to theCAPM. This clearly demonstrates that RUCO's methods are not only biased

downward, but should not be used.
1

Q, DOES THAT CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes.

22

23 A.

24
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26

FENNEMORE CRAIG

54 Rigsby Dt. at 38.

55 Federal Reserve, November 23, 2009.
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Litchfield Park Service Company - Water Division
Test Year Ended September30, 2008

Cost of Preferred Stock

Exhibit
Schedule D-3
Page 1
V\htness: Bourassa

End of Test Year End of Proiected Year

Description
of Issue

Shares Dividend
Outstanding Amount Requirement

Shares
Outstandinq Amount

Dividend
Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

Line
No.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES:
(a) E-1

RECAP SCHEDULES:
(a) D-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Cost of Common Equity

Exhibit
Schedule D-4
Page 1
Witness: Bourassa

Line
No .

The Company is proposing a cost of common equity of 12.00%

0

1
2
3
4
5
8
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SUPPORTING scHEDuLEs:
(a) E-1

RECAP SCHEDULES:
(a) D-1
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Chapter 4: Risk Premium

Appendix 4-A
Arithmetic versus Geometric Means in
Estimating the Cost -of Capital

But orman|e¢appm=s1isalisoueMing;andeostof calpital esdmamionis
ano&efma!¢uentiMy.Inesdmatingiweostof apittl.dnegoal isno.dbtalin
daemeofreuundnazinwesmemsexpea,Mal:is,atarge¢rawofnenun.On
awenge inwesuorse:Qeatoachiewtheir talgamw1rn.Thistaurgetezgpecmed
:etumisine8eaana\*i1Mm:le&cawena,ge.'lhea¢bievedorr¢uospec» tive:¢Uu1\
isdlegeommicavenage.k\sm&sdmlpalrldnce;.thea1ithnneticavalageis&e
unbiased mnasureof thceucpwted vdue6frweatedobserva1ionsof random
wariabk. notdme geometric mean. This appendix fonunally illustrates Wat only
aridlmedcavaagescanbe usedasesdmamesof cost of capital, andthatdxe
geommicmeanisn=otanapp|op1ti~a\le measureofeostof capital.

The use of the arithmetic mean appears counter-intuitive at first glance, because
we commonly use the .geometric mean return to measure the-average annual
achieved return over some time period. For example, the long-term perfor-
mance of a portfolio is frequently assessed using. the geometric mean return.

Whiledlegeomeuicmeanis thebcstestimateofpedinnxnamceoverakmg
period of time, thisdoes notconmnrudilcttlresulnerrmmtthattlxearithmnuetic mean-
eor1|npounded ova° d\enunnberd`yearsthataninvestmentishefldpwvides
thebestestimlameorfdleemding wealthvalueof theinvestment.Thereasou
k & m m W v ¢MMMuncamMr » swillhaveahiglmelrendilngweadth
value than an inveslrnent which simply earns -(with Gertainly) its connpownud

moremone5r,6r6ernuinal
wealth.isgacinledbytheoealneneeofhiglunerr tlrrmeaepeaedretlntnsthan is
lost bY lower amp expected returns.

While Me geometric mean is appropriate when measuring performance over
a long time period, it is incorrect when estimating a risk premium to compute
the cost of capital.

Thegeemeuic meananswas|hequesdonoffs» vI|alroonsmnt1eun° nyouwould
havehzdnowhieve° meachye8lrwhaveyourinvesunentgowth match the
Ieunmanbiewedbyduesto:cknnaNnd.T'luaarid\:ndiedc wswmsW qu on
ofwhat.g0w&rateisd1e batesdmaneofWe» fi|t\noamaun¢of|1rloney&at
w» iub¢p=~¢au¢¢aby¢¢¢w:inuauyn» i|w¢¢an|ginmesuncknmanm Iusrmrame
of1w1rnwhi¢,compoudndedovcrnmdtiplepaiods,givesdlemm dtbe
pI1ébilhility dislwibudoncfenfding weal&\.

Incapital nuadnsts,whenemetumsareapmbalhiJitydism'bI1Wom. dwanswer
Mattalncsaecounxofunnertainty,Uzeamidnmmicmehn,istheeonectonefor
esdnn~altu'|gdisoountrames anddlecostof capital.
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Stock A Sto¢k B

11.61%
11.61%
11.61%
1 1̀ .61%
11.61%
11.61%
11.61%
11.61%
11.61%
11.61%

50.0%
-s4.7%

98.5%
422%

-422.3%
--39.2%
153.2%

.- 10.0%
88.9%
20.o%

1996
1997
1998
1999
2000
2001
2002
2008
2004

0.0%
11.6%
11.6%

saanaafu Deviation
MiIithmeltic Mean
Geometric Mean

64.9%
26.7%
11.hes

TABLE 4A-1
GEOMETRIC vs. ARITHMETIC RETURNS

New Regulatory Finance

Tliueory

The geometric mean measures the magiiitlidé of the returns, .as the investor
starts with one portfolio and ends with It does not measure the
variability of the journey, as -does the arithmetic mean. The geometric
isbaekwmvdlooldng.Themeisnodiffeneneeintbegeonneuicmeanof two

or P0¥¢f0lios, one of which is highly volatile muff the o81er of which
is absolutely stable. The arithmetic mean on the other hand, is forward.-
looking in that it doles impolmd the volatility of the stocks.

To illustrate, Table 4A-I Shows the returns of two stocks, the twist
is highly volatile wilh.a standard deviation of returns Of 65% while the

second one1188 a zero deviation. It mikes no sense intuitively that
the geometric mean is the of return, one that implies that
both stocks are equally risky since they have the geometric mean. No
rational investor would consider the first stock equally :as risky as the secwil
stock, Every model to calculate the canst of capital than
investors asterisk-avelfse and avoid risk unless they are adequately eonngaensated'
for undertaking it. It is more consistent to use the man that My
risk (axithancmeiic mean) than the one from whiehrisk h18s (geroMet-
tic mean), In short, the aritlunelic Mean the 'm the.
stock while the geometric mean removes the uncertainty by smoothing
over annual differences.

Empirical Evidence
If both the geometric and arithmetic mean returns over the 1926-2004 data
are regressed against the standard deviation of returns for the Hims in the

134



Chapter 4: Risk Premium.

deciles, the arithmetic mean owtperrfonns the geometric mean in this startisticd
regression. Moreover, the constant of aridrzmetic mean regression matches the
avenagejreasury bond rate and thewfot makes economic sense while the
.constant for the mean matches noedniuug in This is simply
because the geometric mean is stripped of volatility infonnalion and, as a
result, does a poor job of forecasting remens based on volatility.

The following illustration is frequently invoked `m defense of the geometric
mean. Suppose that a smock's over two-year period is representa-
tive of .the probability distribution, doubling in one year (fl = I00%) and
halving in the next (To -° -509(i). The stock's ends up exactly where
it starred, ad 818 geometric average annual return over the two-year period,
re, is zero:

=1 + f s = I (1 + r0(1 + r2)]1R

= [ (1  +  1) (1 -  . 50)1"2  =  1

r ,  =  0-

eoinfiruning that a zero ylestr-by~year return would have replicated the mom

remmeamedon tbestock.'llh¢¢xp¢ctedannual future ralieofrenlrnonthe
stock is not zero. however. It 'is the arithmetic avearange. of 100%and - 56%,
(100-50) /2 = 25%. There are two equally likely outcomes per dollar
inveslaedz either a gain of $1 whelm r = 106% or a loss of $0.50 when 1: =
.-5"0%. Thus expeetied pnuiit iS {$1.-$.50)/2 = $.25 tr a 25% expeciéd
ofmum1'hep1o8tind1egoo;dyearrnemechmn0ffsersttmel0ssinthehsad
year, despite the fiwt the return is zero. The avieasagge
netumthus providesthebestguidetoexpecltedfutunereuuns.

W h a t  A c a d e m i c s  H a v e  t o  S a y

Bowie, Kane, and Marcus (2005) cite:

Which is the superior measure of 'investment performance, the
arithlun.etic average of the geometric average? The geometric aver-
age has considerable appeal becalusle it rvewesents the constant :axe
ofreuun we would have needed to earn iN each year wmameh
actual performance offer some past iNvestment period. R is an
excellent measure o f past pwerliurnnance. However, if our focus is
on fume pediormance, .then the .arithmetic average .is the statistic
of interest because it is an unbiased estimate of.the portfolio's
expected future rems (assuming, of course, that the expected return
does- not change over time). In contrast, because the geometric
rems over a sample period is always less than the arithnrnertic mean-,
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it constitutes a downward-biased estimator of the stock's expected
return in any future year.

Again, the arithmetic average is the better guide to future perfor-
mance.

Another way of staring the Bodie, Kane, Marcus aurgunnemt in favor of the
arithmetic mean is that itis thebes w6mawof &mmevdueM n n
distribution because it represents the expected value of the distribution. It is
most useful for determining the central tendency of a distribution at a
time, that is, for cross-sectional analysis. The geometric mean, on theothelr
had, is best suited for measuring an investment's eolnupcwlnnd rate of netllm
ova time, that is, for time-seriés analysis. This is the same argmnent
by Ibbotson Associates (2005) where it is shown, using
that future teimninal wealth is given by compounding the arithcnnetic mean.
and not die geometric mean. In other words, .if we accept the pmilSt as n1r91°s\w»
ice best estimnztte of a future year's return based on a random distribution' of'
the prior years' re» nn-ns is the arithmetic average. Statistically, it is our beast
guess for the holding-period return in a given year.

Brigham Md Elnihamdt (2005) in their widely used Col"poHt8I¢ finance text point
out that the arithmetic average is more consistent with CAPM theory, 'as one
of its key underpinning assumptions is that investors are supposed to focus,
in their portfolio decisions, upon returns in the next period and the standzlclnd
deviation of this return. To the extent that this next period is one year, the
preference for the arithmetic mean, which derives from a set of single one
year period returns, follows. It is also noteworthy that one of the c1rucial
assumptions inherent in the CAPM is that investors are single-period expected
.utility of wealth maximizers who choose among aitenlative poigtfOhos
on the basis of each portfolio's expected ret nm and standard deviation.

Binealey, Myers, and Allen (2006) in their leading graduate textbook iN compo-
rate finance opt strongly for the aritlludnetie mean, The authors .illustrate the
distinction between arithmetic and geometric averages and conclude arith-
metic averages are appropriate when estimating the cost of capital:

The proper uses of arithmetic and compound rata of from
past invesunems are often misunderstood, Therefore, we earl a
brief time-out for a clarifying example.

Suppose that the price of Big Oil's common stock. is $100.
is an equal chance that at the end of the year the stock Will be
worth $90, $110, or $130. Therefore, the return could be - 10
percent, + 10 percent or + 30 percent (we assume that Big Oil
does not pay a dividend). The expected rems is 1/3( -.10 + 10+30)
=  + 10 percent.
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If we run the process 'm reverse and discount the expected cash
flow by the expected rate of mecum, we ohitalin the value of Big
Oil's stock:

PV
110
1.10

$100

The expected return of 10 percent is therefore the correct late at
which to discount the exqpecmed cash flow from Big Oil's stock. It
is also the opportunity cost of capital for investments which have
the same degree of risk as Big Olia.

- 10 + 10 + 30 _3 ._

NowsunpposathamwoobserwedxezeuuusonBigOilsmoci:-over~a
hurgemuunnbarofywears-.If theniddsaxennehanged.thereturn will
be -l0p|ea1eenHn aMindot'm¢yea=s, +10 pe;n¢e1m¢~in,afim¢he|r
thi1nd,and +30plemca\tlmtl1eremaim°ngynears.Thearitl1mnmic
a_V1¢ggg¢qf|;b¢g¢y¢;||-[yt¢©|.||;||g i5

+10%

Thus the arithmetic average of the returns correctly measures the
oppomuauniity cost of capital for ° mves!nlur4ent§ of Siannilaac risk to Big
Oil stock

The average compound annual return on Big Oil Stock would be

(.9 X 1.1 >< 1.3)v3 -1 .o88, or 8.8%

less than the opportunity cost of capital. Investors would not be
willing to invest in a project that offeredan 8.8 percent expected
return if they could get an expected returnof 10 percent in the
capital markets. The net present value of such a project would be

NPV = -100 + 108.8
1.1

1.1

Mdmadz. If the cost of capital is from hisstoried etluns or
risk premiums, use arithmetic averages, not ccmnqglowndannual names
o f nenirn (geometric avenalges).

(Richanta A. Brealey, Stewart C. Myas, and Paul Mleln, i"pr13lciple.v of Cbrpomfe
Fbiance, 8th Edition, Irwin meow-Hin, 2006, page l56=-7.)

The widely cited lbbotson publication also contains a detailed and
rigorous discussionof the impropriety ofusing geometric averages in estimat-
ing the east of capitaL"

12Ibbotson Associates, Stacks, Bonds, Bills, and Irgflanion, 2005 Yearbook, Valuation
Edition, page 75;
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The arithmetic average equity risk premium can be demonstralled
to be moss appmogpmiame wham discounting fugue basil flows. For
use as the expected equity risk pauemiom in either the GAPM or
the building block apmcoadm, the arithmetic mean or the simple
difference of the arithmetic means of snook nnauket returns and
riskless :axes is' the relevant nu1ut\be1r. i s bomb the
CAPM and the building block .approach are additive nnodeis, in
which the cost of capital-is thesum omits The gleomtneuic
average is more appmopmwiate for reponiaug post performance, since
it represents the compound average rems.

aurgunneunt for using the .aritllutlrleticaveitage is straightfor-
ward. In looking at cash flows, the.

Sl1h\rJllldbe employed is the equifyIisk premiunrx lily! is expensed
to actually be incurred over the t ime

The best estimate of the expected valtlé of a v2i1iable.th3t has
behaved randomly in the is the average (or arithmetic mean)

fits past values.

In their widely publicized research on the market risk premium, Dilunson
Maursh and Staunton (2009) state

The arithmetic mean of a sequence of different returns is always
'larger than the geometric To see this, consider éqtiéllylikely
returns of +25 and -20 percent. is 2%
percent, since (25 - 20)/2 = 2%. geometric i s  we .
since (1 + 25/100) x (I -~ 20/100) - 1 = 0. Bout which
is the right one for distaounting risky expended cashflows?I
For forward-looking decisions, the aritinuusetiir :mean is the appara-
priate measure.

Lastly, on the practical side, Bruner, Eaves, Harris, and Higginns (1998) found
that 71% of the texts and tradebooks in their extensive survey of practice
supported use of an arithmetic mean for estimation of the' cost of equity.

Tove1ril&thaitheamit!mne&c munistheeemmectcboieemvecan
usethe2%pnqwelatr=q\liredI¢t!n'n tavalueth¢in\ne9mcntwejust
ae§cl=ibed.AS-1 sak¢w<=» uluaa¢|» ¢qua1 pmb=sbinu=s¢r¢¢¢avm.g
bu¢k$l.25.or$0.80.T6walueWis,wediseolm1t.Meai\sMB» 0|ws at'
Ii1earithnnI66c mQan'mteof2%pemee|1t.'I1\e4pmaentwallW|¢snts
l46¢&M¥ $1.2sn.015 = s1.zzmaso8o/1.ozs = $0L7s,..eal¢h
with equdpu\nbabi'lity,sothevalucia$l.22 X % -I- $0.80 X 95
= $l.00.'1fd\urc weme a's¢qua:\c¢qfgqu)§l}y likely Minus of
-I-25 and -201i¢1*==.¢nr.mbes=° m1wi1ri¢-1nems:¢n;lm willevwmimally
convergeonzem.'Ihe-ZYapexcentiorvvamd-IooMngaliduuni=6¢me)an
is required to compensate for tlleyear-to-year volatility oheunns.

1
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Mean Reversion Argument

Some aueademics have argued that if Stock neuuns were expected to revert to
a trend, this would suggest the use of a geometric mean since the geonifeUic
mean is, by definition. an estimate of a smoothed long-nur mend increment.
These same academics have argued that the historical estimate of the market
risk premium ("MRP") is upward-biased bY the buoyant pefformanee Of the
stock market prior to 2008, and because of the exucaouzdinaxy and unusually
high MRPS in those years, investors expect a return to lower
in due future, the average MPR to a more "nmlnntd" level.

» .

The presenccor absence of mean reversion. is an empirical issue. Thee ¢=un4>irica1
findings are weak and highly contradictory; the evidence is inconclu-
sive and unconvincing, certainly not 8mu8h to suppferrxlre ' 'mean reversion"
hypothes is .  The weight o f  the empir ica l  ev idence on th is  issue is  that.  the
more sophisticated tests of reversion 'm the the
realized over the last 75 years or so was adnhost perfecter iinee ofrilean
reversion, and had no statistically identiiizlble time trend. It is also noteworthy
u m  m o s t  o f studies were performed prior to the smack market's deéhlacle
in 2000-2002, years of extraordinary and unusually  low Th e
stock ma1rk2et's disnnzrl parfiormanceof2000.--2002 has certainly takeuthe wind
our of the mean reversion school's sails.

An examination of historical revelads that the MRS is random with no
observable pastern. To the extent that the w61nnamM hisnomicai equity risk
premium follows what is known in statistics as a zzmdom walk. one
expect the equity risk premium to remain at its histories mean. Therefore,
the best estimate of the' future risk premium. is the historical mean.

Ibbotson Associates (2005) and 1310 évidelnce that the price of risk or
the amount of risk 'm common stocks has changed over time:

Our own empirical evidence suggests that the yearly difference
between the stock nnauskec notalreturn and the ITS. Tnveasuulybbnd
income xellum in any par1iG\1l2u:.yearrisIa1Idom is no
discernable pattern in the equity risk premium.
Associates, Stocks, Bonds, laws and I'!lid1i0n, 20105 Yearbook,
Valuation Edition, pages 74-75)

In statistical parialnce, there is no significant said correlation in successive
annual naanrlmet risk premiums, that is, no tnelnfd. Ibbotson Asseeiates go on to
stare that it is reasonable to assume that these quantities will remain stable
in the future (Id.):

The best estimate of the expected value of a variable that has
behaved randomly in the past is the average (or arithmetic mean)
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FIGURE 4A-1
MARKET RISK PREMIUM 1926-2004
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of its past'vaL\ues. (Ibbotson Associates, Stocks, Bonds, Bills, ad
Inflation, 2010'4 Yearbook, Valuation Edition, page 75)

Nowhere is it suggested by lb4botson Associates that the market risk premium
has declined over

Because thos is little evidence that the MRP has changed over mc, it is
reasonable to assume these quantities will stalbie. in the future.
Figure 4A-1 shows the relationship, or the lack of relationship, between year-
to-year MRPs. in. thelIbbom:soun Valuation Yearbook, 2006
edition, for the 1926-2004 period. The relate<oms=hip is virtually absent. as
indicated by the low RE of zero between successive MRPs. In other wends,
there is no history in successive MRPS as indicated by the zero serial eonelation
coefficient.

In short, the demeuninaltion of the cost Of capital. with the CAPM an
unbiased estimate of the expected annual 'I'hle ariihuanetie
return provides the appropriate measure for

Formal Demonstration

This section shows why arithmetic other geometric should be
used for forecasting, discounting, and estimating. the cost of capital." By

as This section is adapted from a similar treatments and demonstration in Brealey,
Myers, and Allen (2006) and Ibbotson Associates (2005).
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FIGURE 4A,2
poS$IBLE STOCK PRICES

$144

$120

+20%

$1 oh

$100

10%

$90

10%
$81

Now Year 1 Year 2

definition, the cost of equity capital is the- annual discount rate that equates
the discounted value of expected futile cash flows (from dividends ad the
sale of the stock at the end of the 'investor's investment horizon) to the-current
nnarlsetpriceofashzweintheiirnn. Trrediscounrrareabatequamesthediseounced
Value of futlme expected dividends and mc end of period expected stock price
to the arrrenr stock price is a prospective arid:mrmetic, raulher than a prospective
geomeiuic, mean rate. ofmenlm. Since filhlme dividends and stock prices
be pmadieted certainty, me ' 'expelled" annirai rate of that investors
require is an average "target" percentage rare around which the aetual, year-
by-year rwewtu1ns This target name is, in effwt an arithmetic average.

A liixmemical illixsuraltion this inrxpnomrtalnt point. Ccnsidel: a nen-
aividend paying stock maying for $100 Which has, .in every year, an equal

of appmleclialting by 20% or declining by 10%. Thus, after one year,
Iihewe is an equal chance that the stuck's price will be $120 and an equal
chance the price will be $90..Figw:e 4A-2 presents all possible eventualities
after two periods have elapsed (the laths of return are presented at the end
of the lines in the diagram).

The possible stock prices are shown in the following table.
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Price Chance

$144
$108
$ 81

1 chance in 4
2 chances in 4
1 chance in 4

TABLE 4A,2
STOCK PRICES AFTER 'TWO psrnous

New Regulatory Finance

The expected future stock price after two periods is then:

= $110.25

The cost of equity capital is calculated as the discount me
present value of the furze expected cash flows to the current stock price. In
the present simple example, the only cash flow is the gain from selling the
stock znfter two periods have elapsed. Thus, l.\sing.the expected stock price of
$110;25 calculated above, the expected rate of return is that r. which solves
the following equation:

1/4 ($144) + 2/4 ($1 o8) + 1/4 ($81)

Current Stock Price
Expected Stock Price

(1 + r)2

The factor (1 + r)* discounts the expected stock price to the present. Substitut-
ing the ninnemical values, we have:

$100
$110.25
(1+ r)2

r - 5 %

Thus, the cost of equity capital is 5%. This 5% costof equity capital is equal
to the prospective arithmetic rate of return, which is the
weighted avenge single period rare of return on equity. Since in
theme is an equal chance that'thestock's return will be 20% or -10%, the
pwuibability-weighted average is:

1/2 (20%) + UP (-10%) = 5%

However, the-5% cost of equity capital is notequal tithe pwspecstive
mean rate of return, which is a probability-weighted average of the possible
cornpoimdednames of rems over the two periods. Now consider the prospeegive
geometnlc mean rate of realm. Table 4A-3 shows the possible compounded
rates of return over two periods, and the probaibcility of each.

Thus, the prospective geometric mean rate of ret nm is'

1/4 (20%) + 2/4 (3.92%) + 1/4 (-10%) = 4.46%
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Chance Compounded ReturnPrice

20.00%
8.92%

-- 10.00%

1 ohancein4
2 chancesln4
1 chahceir|4

$144
$108
$ 81

TABLE 4A-3
STOCK PRICES AND RETURNS AFI'ER TWO PERIODS

Chapter 4: Risk Premium

return is not equal to the 5% cost of equity capital.

The example can easily be extended to include the case of a dividend-paying
company and will reach the same conclusion: the implied discount' rate calcu-
lated in the DCF model is an expected arithmetic rather thialn an expected
geometric mean rate of

It should be pointed out that the use 'of the arithmetic mean does not imply
an investment holding period of one year. Rather, it is premised on the
uncertainty respect to each year's return during the holding
however many years that .may be. When computing the arithmetic average
of historic annual returns in order to calculate the average return (expected
value of the return), every achieved mum outcome. is one possible fume
outcome for each year the security will be held. Each historic return has an
equal of occurring during each year of the holding period. The
resulting expected value of the risk premium is the arillluunetic average of all.
of die past premiums eonsidexned, regardless of' the length of the expected
holding period.

To; foregoing analysis shows flat it is erroneous to use a pmspeetive multi-
yeargeonmetricmeanrateofnetnxrnsa"target" rate ofnetuxnfor-eachgnear
of thcpariod.If,forexamnple, Mvmomse My require anexpected fuMe
matgoflemmonaninvamnent-of l3%eachyear,dwn 13% is-dueappmpdate
anmndritedtemmonequityforrawunaldngpurposes.Co4nseq!u¢ntly.in
udng axiskplemiumslpplowhfor-dwpumrposcsofrateof tlemm negulatiom
M»si|u»g|¢-y=ara|»muamrequirednm0f|¢u|msm=¢u1db¢¢sunnan¢a usimgalmal-
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1.

Q-

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company ("LPSCO" or the

"Company").

Q- HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THE INSTANT

CASE?

Yes, my direct testimony was submitted in support of the initial application in this

docket. There were two volumes, one addressing rate base, income statement and

rate design, and the other addressing cost of capital. My rebuttal testimony was

also submitted in two separate volumes. Each of those testimonies included my

associated schedules.

Q. WHAT IS THE PURPOSE OF THIS REJOINDER TESTIMONY?
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A. I will provide rejoinder testimony in response to the surrebuttal filings by Staff and

RUCO. More specifically, this first volume of my rejoinder testimony relates to

rate base, income statement and rate design for LPSCO. I will also address the

testimony by the City of Litchfield Park ("City"). In a second, separate volume of

my testimony, I will also provide responses to Staff and RUCO on the cost of

capital and rate of return applied to the fair value rate base, and the determination

of operating income. None of the other parties has addressed cost of capital in its

testimony.
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II.

Q-

SUMMARY OF LPSCO'S REJOINDER POSITION

WHAT ARE THE REVENUE INCREASES FOR THE WATER AND

WASTEWATER DIVISIONS THAT THE COMPANY IS PROPOSING IN

THIS REJOINDER TESTIMONY?

For the water division the Company is proposing a total revenue requirement of

$13,707,268, which constitutes an increase in revenues of $6,828,558, or 99.27%

over adjusted test year revenues. For the wastewater division, the Company is

proposing a total revenue requirement of $11,183,500 which constitutes an increase

in revenues of $4,827,126, or 75.94% over adjusted test year revenues.

Q- HOW DO THESE COMPARE WITH THE COMPANY'S REBUTTAL

FILING?

They are both higher. In the rebuttal filing for the water division, the Company

requested a total revenue requirement of $13,637,738, which required an increase

in revenues of $6,759,028, or 98.26%. In the rebuttal filing for the wastewater

division, the Company requested a total revenue requirement of $11,132,993,

which required an increase in revenues of $4,776,618, or 75.15%.

Q- WHY IS THE REQUESTED REVENUE INCREASE HIGHER IN LPSCO'S

REJOINDER FILING FOR BOTH DIVISIONS?

In its rejoinder filing, LPSCO has updated its deferred income tax ("DIT")

computation. The DIT liability balance is now lower. The update to DIT results in

higher rate bases for both divisions and the higher revenue increases for both

divisions are a direct result of the higher rate bases. I will discuss the updated DIT

computation later in my testimony.
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Q- HAS THE COMPANY MODIFIED ANY OF ITS RATE BASE

RECOMMENDATIONS BASED ON THE SURREBUTTAL TESTIMONIES

OF THE OTHER PARTIES?
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With the exception for a small correction to the sewer division rate base, no. I will

discuss this correction later in my testimony. As you will recall, in the Company's

rebuttal filing the Company adopted a number of adjustments recommended by

Staff and/or RUCO, as well as proposed a number of adjustments of its own based

on known and measurable changes to the test year. As a result, LPSCO, Staff, and

RUCO are now in agreement on a number of issues. I will discuss the remaining

differences between the parties, but from a numbers perspective, the biggest issues

are RUCO's adjustment to capitalized affiliate labor, RUCO's $3.5 million

adjustment to rate base and Staff and RUCO's adjustment to the Central Cost

Allocation. In addition, the other parties' rate designs raise significant concerns.

Q- WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE

INCREASES FOR THE COMPANY, STAFF, AND RUCO AT THIS STAGE

OF THE PROCEEDING?

For the water division, the proposed revenue requirements and proposed rate

increases are as follows:

Revenue Inch.

$7,759,028

$4,902,602

$4,676,615

$6,812,522

proposed revenue requirements and

% Increase

98.26%

71.27%

67.99%

99.04%
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Revenue Requirement

Company-Rebuttal $13 ,637,738

Staff - Surrebuttal $11,781 ,312

RUCO - Surrebuttal $11,555,325

Company Rejoinder $13 ,691 ,231

For the wastewater division, the

proposed rate increases are as follows:

Revenue Requirement

s11,132,993

$ 9,398,625

S 8,741,497

3

Company-Rebuttal

Staff - Surrebuttal

RUCO - Surrebuttal

Revenue Inch.

$4,776,618

$3,042,251

$2,382,310

% Increase

75. 15%

47.86%

37.46%
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Company Raj binder 311,171,515 84,815,141 75.75%

111.

Q.

RATE BASE

A. Water Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE RATE

BASE RECOMMENDATIONS FOR THE WATER DIVISION?

Yes, for the water division the rate bases proposed by the parties proposing a rate

base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Rebuttal $37,502,569 $37,502,569

Staff - Surrebuttal $37,174,137 $37,l74,137

RUCO - Surrebuttal $36,946,801

Company Rejoinder $37,762,676 $37,762,676

None of the o ther  par t ies has made a specific proposal regarding rate base,

revenues or expenses.

$36,946,801

Q-

1. Plant-in-service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WATER DIVISION, AND

IDENTIFY ANY ADDITIONAL ADJUSTMENTS YOU HAVE ACCEPTED

FROM STAFF AND/OR RUCO?

The Company's rejoinder rate base adjustments to the water division OCRB are

detailed on rejoinder schedules B~2, pages 3 through 6. Rejoinder Schedule B-2,

page l and 2, summarize the Company's proposed adjustments and the rejoinder

OCRB. I have previously discussed the Company's proposed plant-in-service

("PIS") adjustments and will not repeat them here.l The Company is not proposing

1
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17

18

19

20

21

22

23

24

25

26
1 Rebuttal Testimony of Thomas J. Bourassa (Rate Base, Income Statement and Rate Design
Determination of Rate Base and Rates) ("Bourassa Rb.") at 6-8.
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1

any changes to its previously proposed adjustments, not is it recommending any

additional adjustments to rate base at this stage of the proceeding.

Q~ WHAT ARE THE REMAINING DIFFERENCES BETWEEN STAFF,

RUCO AND THE COMPANY FOR CAPITALIZEDEXPENSES?

A. RUCO proposes to capitalize expenses totaling $19,989.2 The detail of RUCO's

capitalized expense can be found in RUCO's operating income adjustment number

4a.3 The Company and RUCO are now in full agreement as to the amount of

capitalized test year expenses.4

Staff agrees that amounts related to clocks for well site of $1,114 and a

distribution system evaluation of $8,600 should be capitalized.5 Additionally,

however, the Company proposes to capitalize a well spacing evaluation of $1,380,

well rehabilitation costs of $4,072, and a well impact analysis of $4,823 for which

Staff disagrees. It is unclear why Staff disagrees with the Company proposed

additional capitalized expenses as Staff has not provided an explanation.

Q, ARE STAFF AND RUCO NOW IN AGREEMENT WITH THE COMPANY

ON THE ADDITION OF $21,000 OF ORGANIZATIONAL COSTS?

Yes.6 The $21,000 is for organization costs approved in the last decision and was

proposed by RUCO in its direct Eling.7
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2 See Surrebuttal testimony of Sonn S. Rowell ("S Rowell Sb.") at 5, RUCO Water Surrebuttal Schedule 3,
page 4 of 4, Adjustment Number 23.

3 See RUCO Water Surrebuttal Schedule 4, page 3 of 9, Adjustment Number 4a.

4 See Company Water Rejoinder Schedule B-2, page 3.3.

See Staff Surrebuttal Schedule JMM-W-7, Surrebuttal Testimony of Jeffrey M. Michlik for  Water
Division ("Michlik W Sb.") at 4.

6 See RUCO Water  Surrebuttal  Schedule 3,  page 2 of 4,  Adjustment Number  16,  Staff Surrebuttal
Schedule JMM-W7, Company Water Rejoinder Schedule B-2, page 3.

7 See Direct Testimony of Sonn S. Rowell ("S Rowell Dt.") at 6.

5
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1

Q- ARE STAFF AND RUCO now IN AGREEMENT WITH THE COMPANY

ON THE REMOVAL OF $7,072 OF OFFICE RENT FROM PLANT-IN-

SERVICE?

A. 8Yes.

Q- DOES THE COMPANY CONTINUE TO DISAGREE WITH RUCO ON

THE REMOVAL CAPITALIZED REPAIRS FROM PLANT-IN-SERVICE?

Yes. RUCO asserts that several repair invoices should be expensed rather than

capitalized. These invoices include $8,700 of 2001 repairs (two $3,000 invoices

$4,170 of 2002 repairs (two invoices from Yahweh

Contracting for $2,085)10, $1,391 of 2004 repairs (one invoice from Pyramid West

Contracting for $1391)", $26,648 of 2005 repairs (several invoices from Ram

Pipelines totaling $26,648)12, and $3,227 of 2006 repairs (one invoice from

Yahweh Contracting for $2,450 and one invoice from Ram pipelines for $777)13,

and $400 of 2003 repairs (one invoice from MS Hernandez Contracting).l4 As I

have testified, repairs that extend the life of plant and/or provide benefits of more

than one year should be capitalized.15 The costs associated with the work on these

invoices meet those criteria.

and one $2,700 invoice)97

Q- HAS STAFF PROPOSED A SIMILAR ADJUSTMENT?

A. No.
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8 See RUCO Water Surrebuttal Schedule 3, page 2 of 4, Adjustment Number l, Staff Surrebuttal Schedule
JMM-W7, Company Water Rejoinder Schedule B-2, page 3.

9 S Rowell Dt. at 6, RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 15.

10 See RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 16.

11 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 18.

12 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 19.

13 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 20.

14 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 22.

15 Bourassa Rb. at 17.
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Q- PLEASE COMMENT ON RUCO'S PROPOSAL TO REMOVE COSTS FOR

UNSUPPORTED PLANT.

A. RUCO proposes to remove $242,119 from Structures and Improvements,

supposedly due to a lack of documentation for a 2004 journal entry and $7,020 for

an unsupported amount from Pyramid West.l6 RUCO also proposes to remove

$96,170 for Land and Land Rights.17 I have examined the supporting detail for the

2004 journal entry of $242,l 19 that was provided to the parties in data response

JMM 1.52 and it is complete.l8 As such, it is difficult to understand RUCO's

position on this item.

I have also examined the documentation for the $7,019.58 amount for

Pyramid West. I find that the general ledger entries and payment information

reflect the $7,019.58 amount, and that the amount is consistent with other entries
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for Pyramid West, an amount no party argues is unreasonable. There is no basis to

remove it under those circumstances. 19

Finally, I reviewed the documentation for the $96,170 RUCO proposes to

remove from Land and Land Rights. The $96,170 is made up of $27,040 of

Algonquin affiliate labor, $40,013 of New Spring affiliate labor, $9,000 of rent,

and $20,117 of accruals. I find that the affiliate labor costs are related to

permitting and engineering, the rent was to be applied to the purchase price of the

land, and the accruals (supported by invoices) are for affiliate labor and non-

affiliate services related to permitting and engineering. The Company believes

these are legitimate costs related to land and land rights and I agree.

16See RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 18.

17 See RUCO Water Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 8.

18 See Company response to Staff data request JMM 1.52, attached hereto as Exhibit TJB-RJ1.

19 An invoice in the amount of roughly $4100 cold not be located, however, the other indicia of cost are
more than adequate, especially given that no party argues the costs are unreasonable .
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Q- DOES RUCO CONTINUE TO PROPOSE TO EXCLUDE ALL

CAPITALIZED AFFILIATE LABOR?

A. Yes.20 The Company continues to disagree with RUCO's proposal. I have

previously testified to the Colnpany's position on this issue and will not repeat that

testimony here."

Q. PLEASE RESPOND THE Ms. ROWELL'S COMMENT THAT A WORK

PAPER FILE ON AFFILIATE LABOR WITH OUT BACK-UP

INFORMATION IS NOT PROPER ACCOUNTING?

Frankly, I am a bit perplexed. The information contained in the work paper file

came from the Company's payroll and job costing system and included the date,

employee name, hours, rate, project and job number, project name, and NARUC

account. The detail comprised over 14,000 records. The Company did not provide

any additional information because of the voluminous nature of the transactions.

But, more importantly, RUCO never asked for additional information.

Q- DOES STAFF PROPOSE A SIMILAR ADJUSTMENT TO REMOVE

AFFILIATE LABOR?

No.

Q-

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.

Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A," "B," and "C" on Rebuttal Schedule B-

2, page 4. I have previously discussed the Company's proposed accumulated
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20 S Rowell Sb. at 6, RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adj vestment Numbers 10-14.

21 Bourassa Rb. at 13-15.
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depreciation adjustments and will not repeat them here." The Company is not

proposing any changes to its previously proposed adjustments, nor is it

recommending any additional adjustments at this stage of the proceeding.

Q- DOES STAFF NOW TREAT THE REMOVAL OF THE BOOSTER

STATION AS A RETIREMENT?

A. Yes.23 All the parties agree to remove $78,879 of accumulated depreciation for the

booster station retirement.24

Q- PLEASE EXPLAIN THE REMAINING DIFFERENCES BETWEEN THE

PARITIES WITH RESPECT TO ACCUMULATED DEPRECIATION.

The remaining differences between the parties with respect to accumulated

depreciation are primarily due to differences in the PIS adjustments discussed

previously.

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REJOINDER ADJUSTMENT TO

DEFERRED INCOME TAXES FOR THE WATER DIVISION?

Yes. In rejoinder B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's DIT liability is decreased by $78,421 to $188,053. The Company

proposed DIT reflects the Company's rejoinder proposed changes to PIS,

accumulated depreciation, AIAC and CIAC. The details of the Company's

rejoinder proposed DIT adjustment is shown on Rejoinder Schedule B-2, page 5.

As in the rebuttal filing, the rejoinder computation of DIT starts with the tax value
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22 Bourassa Rb. at 8-9.

23 Michlik W Sb. at 4; Staff Surrebuttal Schedule IMM-W8.

24 See RUCO Water Surrebuttal Schedule 2, page 2 of 4. Line 19 reflects a previously recorded retirement
of $6,100 plus the $78,879 for the booster station. The total accumulated depreciation reduction as shown
is $84,979 ($6,l00 plus $78,979); Company Water Rejoinder Schedule B-2, page 3.
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4

at December 31, 2008 and is adjusted to reflect the tax value of PIS at September

30, 2008.

Q- HAVE YOU UPDATED THE APPROACH TO ESTIMATING THE TAX

VALUE OF ASSETS AT THE END OF THE TEST YEAR FROM THE

REBUTTAL FILING?

Yes. My rebuttal computation was incomplete." In particular, I neglected to

incorporate prior year tax depreciation and reflect the Company's proposed

changes to PIS in the instant case, including adjustments for capitalized expenses

and the removal of affiliate profit. I also identified the book versus tax differences

for PIS through the end of the test year taking into consideration recorded AIAC

and CIAC .

Q- HAVE STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY'S

DEFERRED INCOME TAXES?

A. Staff adopted the Company's proposed rebuttal DIT of $448,160, but has not had

an opportunity to review the Company's rejoinder computation.26 For this reason,

Mr. Michlik testifies that while Staff agrees with the Company's methodology,

Staff is still reviewing the DIT computation.27

RUCO prepared a DIT computation of its own totaling $446,540.28

However, RUC() computation is seriously flawed in several respects. First, RUCO

computes deferred income taxes through December 31, 2006, rather than through

the end of the test year (September 30, 2008). Second, RUCO does not adjust the

tax value for its proposed adjustments to PIS. Third, RUCO does not identify all
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25 See Company Water Rebuttal Schedule B-2, page 5,

26 Staff Suxrebuttal Schedule JMM-w10.

27 michuk w sh. at 6.

28 S Rowell Sb. at 4, RUCO Water Surrebuttal Schedule 2, pages 1-4.
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differences between the tax and book basis of PIS as the Company's computation

does. Finally, RUCO does not account for bonus depreciation nor does RUCO

recognize any future tax benefits from bonus depreciation.

Q. WHY IS THERE A FUTURE TAX BENEFIT FROM BONUS

DEPRECIATION?

The bonus depreciation deduction results in a tax loss for the test year. In other

words, there was no ability to take full advantage of the bonus depreciation

deduction for tax purposes (the bonus depreciation exceeded taxable income before

depreciation for the test year). The tax loss will provide future tax benefits as an

offset to future taxable income and accordingly results in a DIT asset. The tax

benefits from the unused bonus depreciation can be accounted for in the DIT

computation by either recognizing the tax benefit as a separate component of DIT

(as is shown in the Company's DIT computation as a tax asset29) or by adding back

the unused bonus depreciation to the tax value of PIS, which will lower the DIT

liability component of the computation. Either way, the net DIT will be the same.

Q. IS THE RECOGNITION OF FUTURE TAX BENEFITS FROM TAX

LOSSES IN CONFORMANCE WITH THE STATEMENT OF FINANCIAL

ACCOUNTING STANDARDS NUMBER 109?

A. Yes.

4. Advances-in-aid of Construction (AIAC) and Contributions-in-
aid of Construction (CIAC).
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Q. DO THE PARTIES NOW AGREE TO AIAC AND CIAC RELATED TO

THE BOOSTER STATION RETIREMENT?

FENNEMORE CRAIG
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29 See Company Water Rejoinder Schedule B-2, page 5.
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Yes. The Company proposes a decrease to AIAC of $8,677 and a decrease to

CIAC of $7,888.30 Staff andRUCO propose similar adjustments.3l

Q-

5. Reclassification of AIAC to Customer Meter Deposits.

PLEASE DISCUSS RUCO AND STAFF'S RECOMMENDED

RECLASSIFICATION OF AIAC TO CUSTOMER METER DEPOSITS?

In the Company's rebuttal testimony, the Company proposes a decrease to AIAC

of 32,238,022 and an increase to Customer Meter Deposits of $2,238,022.32 Staff

now agrees to reclassify the AIAC to Customer Meter Deposits." RUCO has not

adopted this reclassification. However, while RUCO has not adopted this

adjustment, RUCO's total deduction to rate base for AIAC and Customer Meter

Deposits is the same as the Company's.

Q-

6. Removal of Security Deposits.

DO STAFF AND RUCO REMOVE SECURITY DEPOSITS FROM

CUSTOMER METER DEPOSITS AS PROPOSED BY THE COMPANY?

Q~

RUCO agrees to remove security deposits.34 Staff does not remove security

deposits.35

WHY?

Staff asserts that security deposits are similar in nature to AIAC.36 However,

unlike AIAC, there are no corresponding PIS in rate base matching the security

deposit amounts. Staff also asserts that the deposits are available for the Company
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so Bourassa Rb. at 11.

31 S Rowels Sb. at 4, Staff Surrebuttal Schedule JMM-W6.

32 Bourassa Rb. at 12.

33 Michlik w sh. at 5.

34 S Rowell Sb. at 4.

35 michuk w Sb. at 5.

36 michlik w sh. at 5.
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4

Q.

to use in support of its rate base. This does not make sense. As I have stated, there

is no corresponding PIS in rate base. Further, the Company pays interest on

security deposits. So, not only does the rate base deduction for security deposits

reduce the Company's earnings (return), the Company earnings get further eroded

by having to pay interest. Staff's proposal to include security deposits in rate base

should be rejected."

HAS STAFF

EXPENSES?

No.

PROPOSED INTEREST EXPENSE IN OPERATING

Q-

7. Debt Issuance Costs.

DOES RUCO NOW AGREE TO REMOVE DEBT ISSUANCE COSTS

FROM RATE BASE?

A. Yes.38 The Company agreed with Staffs adjustment and proposed to remove the

debt issuance costs in the Company's rebuttal filing." Now RUCO agrees too.

Q,

8. Remaining Rate Bases Issues.

PLEASE DISCUSS THE POSITIONS OF STAFF AND RUCO WITH

RESPECT TO THE DEFERRED REGULATORY ASSETS THE

COMPANY PROPOSES TO INCLUDE IN RATE BASE.

Staff continues to propose to exclude the Company proposed deferred regulatory

assets from rate base.4° The Company continues to believe that the deferred

regulatory assets should be included in rate base. Mr. Sorensen responds to Staff' s
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37 See also Rejoinder Testimony of Greg Sorensen (Phase I
("Sorensen Rj.") at 11.

38 s Rowell sh. at 3.

39 Bourassa Rb. at 13.

40 michuk W sh. at 6.

Determination of Rate Base and Rates)
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surrebuttal testimony and discusses this issue in more detail in his rejoinder

testimony.41

RUCO agrees to including the deferred regulatory costs in rate base,

however, RUCO also continues to propose to reduce the deferred regulatory asset

by $8,256 (one year of amortization).42 Despite RUCO assertion that is allowing

the Company to earn a return on prudently spent money while beginning to recover

that cost each year, RUCO's does not adequately explain why it is appropriate to

reduce the balance by one year of amortization in light of my rebuttal testimony on

this issue.43

Q.

B. Wastewater Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE

WASTEWATER RATE BASE RECOMMENDATIONS?

A. Yes, for the Wastewater Division the rate bases proposed by the parties proposing a

rate base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Rebuttal $28,034,855 $28,034,855

Staff -Surrebuttal $27,861,961 $27,861,961

RUCO-Surrebuttal $22,750,383 $22,750,383

Company Rebuttal $28,222,289 $28,222,289

Again, the other parties have not made specific proposals for rate base.

Q-

1. Plant-in-service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WASTEWATER DIVISION,
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41 See Sorensen Ry. at 12-13.

42 s Rowell Dr. at 34.

43 Bourassa Rb. at 18.
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AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

A.

STAFF AND/OR RUCO?

The Company's rebuttal rate base adjustments to the wastewater division's OCRB

are detailed on rebuttal schedules B-2, pages 3 through 6. Rebuttal Schedule B-2,

page l and 2, summarize the Company's proposed adjustments and the rebuttal

OCRB. I have previously discussed the Company's proposed PIS adjustments and

will not repeat them here.44 The Company is not proposing any changes to its

previously proposed adjustments, nor is it recommending any additional

adjustments at this stage of the proceeding, except for a small correction of an error

to removed an erroneous entry for office rent of $7,072.45

Q- DO STAFF AND RUCO NOW AGREE ON THE COST OF THE ODOR

CONTROL UNIT TRANSFERRED TO BLACK MOUNTAIN SEWER?

Yes. BothStaff and RUCO now agree to remove $38,250 from p1s.4'*

Q- WHAT ARE THE REMAINING DIFFERENCES BETWEEN STAFF,

RUCO AND THE COMPANY FOR CAPITALIZED EXPENSES?
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The Company continues to propose to capitalize $25,702 of expenses.47 RUCO

continues to propose to capitalize $17,124 of expenses.48 The difference between

the Company and RUC() is that the Company continues proposes to capitalize a

filter system repair of $8,054, and the cost of work on a UV system of $525

recorded during the test year which RUCO does not. I have previously testified as

44 Bourassa Rb. at 19-21.

45 See Company Wastewater Rebuttal Schedule B-2, page 3 corrected by Company Wastewater Rejoinder
Schedule B-2, page 3, excluding this entry.

46 See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 5, Staff Surrebuttal
Schedule JMM-WW6.

47 Bourassa Rb. at 20, Company Wastewater Rejoinder Schedule B-2, page 3.3.

48 See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Numbers 6 and 7.
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to why these two amounts should be capitalized and will not repeat that testimony

hete_49

Q- DOES THE FACT THAT THEY WERE FOR WORK THAT OCCURRED

PRIOR TO THE TEST YEAR PREVENT THE $8,054 AND $525 FROM

BEING CAPITALIZED?

No, contrary to what RUCO suggests5°, a capital expenditure is a capital

expenditure no matter if it was for work during the test year or prior to the test

year. Otherwise utilities could only build plant during a test year, which is

obviously not the case.

Q_ HAS RUCO RESPONDED TO YOUR REBUTTAL TESTIMONY ON WHY

THESE Two AMOUNTS SHOULD BE CAPITALIZED?

Q~

No.

PLEASE CONTINUE.

EXPENSES?

Yes. Like RUCO, Staff proposes to capitalize $17,123 of test year expenses.

Again, the difference is comprised of the two invoice amounts discussed

previously. And, like RUCO, Staff does not explain why these two invoices should

not be capitalized.

HAS STAFF PROPOSED TO CAPITALIZE ANY

Q- PLEASE COMMENT ON THE REMOVAL OF COSTS FOR THE LIFT

STATIONS.
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49 Bourassa Rb. at 20.

50 S Rowell Sb. at 16.

51 Surrebuttal Testimony of Jeffrey M. Michlik for Wastewater Division ("Michlik WW Sb.") at 4, Staff
Surrebuttal Schedule JMM-WW7 .
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Both the Company and Staff propose to remove $554,97752 whereas RUCO

proposes to remove $544,977.53 All we know is that RUCO believes its amount is

correct based on the information it reviewed, we do not know much about why

RUCO disagrees with our number.54

Q- ARE THERE ANY OTHER REMAINING RATE BASE DISPUTES WITH

RUCO.

A. Yes. RUCO continues to propose to exclude $36,500 of costs related to work

performed by Pacific Advanced Civil Engineering related to the permitting of the

Palm Valley Water Reclamation Facility ("PVWRF").55 RUCO has not responded

to the Company's rebuttal testimony on this issue.56

Q- PLEASE COMMENT ON RUCO'S PROPOSAL TO RECLASSIFY REPAIR

INVOICES FROM PRECISION ELECTRIC TO CONTRACTUAL

SERVICES QTHER.

RUCO proposes to reclassify $136,488 of 2008 capital repair costs to test year

expense (Contractual Services - Other) and to remove $33,887 of 2007 capital

repair costs~ $14,691 of which is reclassified to test year expense.57 The Company

disagrees as these are legitimate capital repairs. These costs are for repairs which

either extent the life of existing plant or the repairs have useliul lives of more than
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52 Bourassa Rb. at 19, Direct Testimony of Jeffrey M. Michlik for Wastewater Division ("Michlik WW
Dt.") at 7.

53 s Rowell Sb. at 12.
54 s Rowell sh. at 12-13.

55 RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4.

56 Rebuttal Testimony of Greg Sorensen (Phase I - Determination of Rate Base and Rates) ("Sorensen
Rb.") at 18-20.

See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 8, and RUCO
Wastewater Schedule 3, page 3 of 4, Adjustment Number 9.
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one year. Further these costs are comprised of invoices in the $14,000 to $29,000

range and far exceed the typical threshold for expensing rather than capitalizing.

Q. DOES STAFF PROPOSE SIMILAR ADJUSTMENTS?

A. No.

Q. DOES RUCO CONTINUE TO PROPOSE TO EXCLUDE ALL

CAPITALIZED AFFILIATE LABOR?

Yes.58 Again, the Company continues to disagree with RUCO's proposal. I have

previously testified to the Company's position on this issue and will not repeat that

testimony here." I have also addressed RUCO's surrebuttal comments previously

in this testimony and will not repeat that testimony.

Q. DOES RUCO CONTINUE TO PROPOSE TO REMOVE $3.5 MILLION OF

COSTS RELATED TO THE PALM VALLEY RECLAMATION

FACILITY?

Yes.60 The Company continues to disagree with RUCO's proposal. The

Company's position is further addressed in the rejoinder testimonies of Mr.

McBride and Mr. Sorensen.

Q-

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.
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Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A," "B," and "C" on Rebuttal Schedule B-

2, page 4. I have previously discussed the Company's proposed accumulated

58 See RUCO Wastewater Surrebuttal Schedule 3, pages 3 of 4 and 4 of 4, Adjustment Numbers 10-19.

59 Bourassa Rb. at 13-15.

so See RUCO Wastewater Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 20.
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depreciation adjustments and will not repeat them here.6l The Company is not

proposing any changes to its previously proposed adjustments nor is it

recommending any additional adjustments at this stage of the proceeding.

Q- DOES STAFF NOW TREAT THE REMOVAL OF THE LIFT STATIONS

AS RETIREMENTS?

Yes.62 Both Staff and the Company now agree to remove $554,977 of accumulated

depreciation for the booster station retirement.

Q- WHAT IS RUCO'S ADJUSTMENT TO

DEPRECIATION FOR THE LIFT STATION RETIREMENTS?

ACCUMULATED

$544,997. 63 This adjustment is consistent with RUCO's proposed adjustment to

PIS for the lift stations, which I addressed immediately above.

Q- DO STAFF AND RUCO NOW AGREE ON THE ACCUMULATED

DEPRECIATION ADJUSTMENT RELATED TO THE ODOR CONTROL

UNIT TRANSFERRED TO BLACK MOUNTAIN SEWER COMPANY?

Yes.
. . 64

depreciation.

Staff and RUCO agree to remove $11,040 of related accumulated

Q- HAS STAFF OR RUCO ADOPTED THE COMPANY'S PROPOSED

ADJUSTMENT TO ACCUMULATED DEPRECIATION OF $8,003

RELATED TO DECOMMISSIONING COSTS OF THE LITCHFIELD

GREENS LIFT STATION?
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No. And, neither Staff nor RUCO has addressed this issue. I explained this

adjustment in my rebuttal testimony and will not repeat my testimony here. 65

61 Bourassa Rb. at 21-22.

62 Michlik WW Sb. at 4, see Staff Surrebuttal Schedule JMM-WW8.

63 s Rowell Sb. at 12.

64 See Staff Surrebuttal Schedule JMM-WW4, Adjustment Number 2, S Rowell Sb. at ll.
65 Bourassa Rb. at 22.
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Q- PLEASE EXPLAIN THE REMAINING DIFFERENCES BETWEEN THE

PARTIES WITH RESPECT TO ACCUMULATED DEPRECIATION.

The remaining differences between the parties with respect to accumulated

depreciation are primarily due to differences in the PIS adjustments discussed

previously.

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REJOINDER ADJUSTMENT TO

DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?

Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's deferred income tax liability is increased by $124,556 to $140,544.

The details of the Company's rejoinder proposed DIT adjustment is shown on

Rejoinder Schedule B-2, page 5. I previously explain the reasons for and means of

updating the Company's DIT computation in my discussion of the water division

rate base above. Staff's need for further review of the calculation despite

agreement on the methodology applies here as well.66 RUCO's DIT computation

of its own totaling $333,80367 is flawed for the same previously in this testimony.

Q,

4. AIAC and CIAC.

DO THE PARTIES NOW AGREE TO ADJUST AIAC AND CIAC

RELATED TO THE LIFT STATION RETIREMENTS?
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Yes. The Company proposes a decrease to AIAC of $16,649 and a decrease to

CIAC of $93,346.68 Staff and RUCO propose similar adjustments.69

25

26

FENNEMORE CRAIG

66 Michuk w sh. at 6.

67 S Rowell Sb. at 14, RUCO Wastewater Surrebuttal Schedule 2, page 3.

68 Bourassa Rb. at 23 .

69 s Rowell sh. at 12, staff Surrebuttal Schedule Jmm-ww6.
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Q-

S. Removal of Security Deposits.

DO STAFF AND RUCO REMOVE SECURITY DEPOSITS FROM

CUSTOMER METER DEPOSITS AS PROPOSED BY THE COMPANY?

RUCO agrees to remove security deposits.7° Staff does not remove security

deposits.71 In fact, Staff continues proposes to increase Customer Meter Deposits

from $68,685 to 81,798.72 Again, these are security deposits, not customer meter

deposits. These amounts should not be included in rate base. I have previously

testified on this issue and will not repeat that testimony here.

Q-

6. Debt Issuance Costs.

DOES RUCO NOW AGREE TO REMOVE DEBT ISSUANCE COSTS

FROM RATE BASE?

Yes.73 As you will recall, the Company agreed with Staffs adjustment and

proposed to remove the debt issuance costs in the Company's rebuttal flling.74

Iv.

Q-

INCOME STATEMENT

A. Water Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WATER DIVISION

PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES AND

IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF

AND/ORRUCO?

The Company rebuttal adjustments for the water division are detailed on Rejoinder

Schedule C-2, pages 1-14. The rejoinder income statement with adjustments is
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70 s Rowell Sb. at 12.

71 Michuk WW sh. at 5.

72 Michlik WW Dt. at 9.

73 S Rowell Sb. at ll.

74 Bourassa Rb. at 24.
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summarized on Rebuttal Schedule C-1, page 1-2. I have previously discussed the

Company's proposed accumulated depreciation adjustments and will not repeat

them here.75 The Company is not proposing any changes to its previously

proposed adjustments, nor is it recommending any additional adjustments at this

stage of the proceeding. Notably though, proposed property taxes and income

taxes have been adjusted to reflect the rejoinder proposed revenues.

Q- DOES STAFF NOW AGREE TO COMPUTE CIAC AMORTIZATION

USING ACCOUNT SPECIFIC RATES?
76Yes.

Q- DO YOU FIND AN ERROR IN STAFF'S COMPUTATION OF

DEPRECIATION EXPENSE?

A. Yes. Staff's computation of depreciation expense excludes the costs of post test

year plant totaling $1,885,770. Consequently, Staffs depreciation expense is

understated by $62,796 ($l,885,770 times 3.33%). Putting that aside, with the

correction to the CIAC amortization rate, the difference in the depreciation and

amortization expense recommended by each of the parties is now a function of

each of the parties' respective PIS and CIAC adjustments and not the result of

differences in the depreciation rates or the amortization rates.

Q- HAS RUCO MODIFIED ITS PROPERTY TAX COMPUTATION TO USE

TWO YEARS OF ADJUSTED TEST YEAR REVENUES AND ONE YEAR

OF PROPOSED REVENUES?

Yes.77 The differences in the level of property tax expense recommended by each

of the palty's is now a function of each of the parties' respective adjusted and
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75 Bourassa Rb. at 21-22.

76 Michlik W Sb. at 8.

77 S Rowell Sb. at 8, see RUCO Water Surrebuttal Schedule 4, page 8 of 9.
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v

O

proposed revenues rather than a difference in the revenue components used in the

property tax computation.

Q.

1. Remaining Revenue and Expense Issues.

PLEASE IDENTIFY ANY REMAINING ISSUES IN DISPUTE WITH

RUCO AND/OR STAFF.

RUCO has not adopted the Company's proposal to increase bad debt expense by

$5,284 reflecting the Company's adoption of Staffs normalization adjustment.78

In an effort to reduce an issue in dispute, LPSCO also proposes to normalize

fuel for power production expense and reduces expense by $20,309.79 Staff agrees

with the Company's proposal.80 However, RUCO continues to propose

disallowing $56,381 of fuel for power expenses incurred during the test year

because they are "non-recun*ing".8l

the best measure of the amount likely to be incurred during the period the rates

approved in this rate case will be in effect.

RUCO and the Company disagree on the level of chemicals expense. While

the Company adopted a $305 adjustment to remove expense that was proposed by

RUCO, RUCO proposes to remove an additional adjustment $749.82 The

Company has examined the all the entries and invoices and concludes that the $749

invoice RUCO seeks to remove was for expenses incurred during the test year.

We disagree and the amount proposed reflects

Q- DOES STAFF REMOVE AN ADDITIONAL $749 FROM CHEMICALS

EXPENSE?
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78 Michlik W Dt. at 20.

79 Bourassa Rb. at 31.

80 mmhlik w sh. at 8.

al S Rowell Dt. at 7.

82 S Rowels Sb. at 6.
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A. No. Staff agrees with the Company and removes the $305 amount.83

Q~ PLEASE CONTINUE.

A. RUCO and the Company disagree on RUCO's proposal to  remove $9,638 of

allegedly "non-recurring expenses" from Outside Services-Other.84 The Company

believes the remaining $9,636 reflect s the naMe and level of expense that  is

expected to be incurred on a going forward basis and therefore the costs should be

allowed in operating expense.

Q- PLEASE CONTINUE.

A. RUCO and the Company also disagree on RUCO's proposal to remove $5,260 of

RUCO asser t ed unnecessary expense from Out side Services -  Other . The

Company continues to agree to remove the allocated portion of expenses related to

a holiday party and the costs for Diamondbacks games totaling $3,191 proposed by

RUCO.85 However, the Company disagrees with the removal of remainder of the

allocated portion of the costs of dues and memberships, business publications, and

travel.86 The Company believes these are prudent and necessary expenses. Travel

is a necessary part of insuring hands-on oversize of the Company by Algonquin.

Dues, memberships and publications provide, among other things, access to lower

cost goods and services, access to industry knowledge and expertise, training, and

information on the very latest developments in technology and practices .

Q- DOES STAFF PROPOSE TO REMOVE SIMILAR EXPENSES RELATED

TO A HOLIDAY PARTY AND DIAMONDBACK TICKETS?
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so Michuk w sh. at 8.

84 See RUCO Water Surrebuttal Schedule 4, page 3 of 9, Adjustment Number 4a.

85 See Company Water Rejoinder Schedule C-2, page 10.

86 See RUCO Water Direct Schedule 4, page 7 of 15.
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Yes. Like the Company, Staff proposes to remove $3,191 of unnecessary

€XP€TlS€.87

Q- DOES STAFF REMOVE CAPITALIZED EXPENSES FROM OUTSIDE

SERVICES SIMILAR TO THE COMPANY AND RUCO PROPGSALS?

Yes. Except that Staff only proposes to remove $9,714 of capitalized expenses

from Outside Services - Other.88 The $9,714 is comprised of one invoice for

$1,114 and one invoice for $8,600 and represents a portion of the $19,989 that both

the Company and RUCO propose to remove.89

Q- DO RUCO AND STAFF CONTINUE TO PROPOSE ADJUSTMENTS TO

THE CENTRAL OFFICE COST ALLOCATION?

Yes.90 RUCO proposes to remove $286,799 of Central Office costs down from the

$291,708 in its direct ii1in8.91 Likewise, Staff is recommending removal of

$250,182 of Central Office costs.92 Mr. Tremblay presents LPSCO's response on

this issue in his rejoinder testimony.

Q- ISN'T STAFF NOW PROPOSING TO REMOVE EMPLOYEE BONUSES?

A. Yes. Staff is proposing to remove $26,477 of bonuses from operating expenses

which is the allocated water division portion of $52,954 of employee bonuses paid

during the test year. Mr. Sorensen addresses this issue further in his rejoinder

testimony."
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87 michuk w sh. at 8, see also staff Surrebuttal Schedule JMM-W18.

88 Michlik W Sb. at 8, see also Staff Surrebuttal Schedule JMM-wl8.

89 Bourassa Rb. at 32, see RUCO Surrebuttal Schedule 4, page 3 of 9, Adjustment Number pa.

90 s Rowell Sb. at 7.
91 s Rowels sh. at 7.
92 See Staff Surrebuttal Schedule JMM-wl8.

93 Sorensen Rj. at 13.

FENNEMORE CRAIG
A PROFESSIONALCORPORATION

Pl-xo8nlx

A.

A.

A.

25



*

Q. WHERE DO THE PARTIES STAND ON RATE CASE EXPENSE?

There remains a dispute over portions of rate case expense. Staff and RUCO's

amortization period of five years which lowers the annual level of expense. The

Company disagree with a five year amortization period for the reasons explained in

Mr. Sorensen's rejoinder.

Q- IS THERE ANY DISPUTE OVER THE AMOUNT OF RATE CASE

EXPENSE?

We do not currently have a dispute over the amount of rate case expense. However,

the Company is currently evaluating and determining the amount of rate case

expense incurred SO far.

Q. WHY IS THE COMPANY EVALUATING THE AGREED UPON AMOUNT

OF RATE CASE EXPENSE NOW?
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Because there have been significant changes to the anticipated level of activity in

this rate case. Until the direct filings in early November by the other parties, this

case involved a significant amount of discovery, but was otherwise relatively quiet.

Then, things heated up. There have been a number of procedural issues including

significant disputes with RUCO over Mr. Rowell's testimony, there have been

issues over the AIAC payment by Westcor, in addition to the anticipated rebuttal,

surrebuttal and rejoinder stages of the proceedings. Plus, we now have a Phase 2

that has to be accounted for now. While an updated estimate is going to show the

Company has already incurred more than half the amount requested, until we can

close out all billings for December, I cannot give a more firm estimate of the final

rate case expense.
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Q~ OKAY MR. BOURASSA, SO WHAT ARE YOU PROPOSING?

During the hearings next week, I will present the most current estimate possible,

based on billings through year-end 2009. From there, I will make the best estimate

possible of the final rate case expense and the Company's request.

Q- WAIT A MINUTE MR. BOURASSA. WEREN'T YOU JUST A WITNESS

IN ANOTHER RATE CASE WHERE RUCO WAS CRITICIZED BY AN

AFFILIATE FOR WAITING TOO LONG TO TAKE A POSITION ON

RATE CASE EXPENSE?

Yes, and that criticism was warranted because RUCO took no position at all until

after the hearing. Here, I have taken a position from the time of the application that

I would provide my best estimate of rate case expense at each stage of the

proceeding. Right now, we will be over half way there before trial starts. At trial,

I will set forth the Company's best estimate and explain the basis for the final

position. The Company will also make any data necessary for Staff and RUCO to

verify amounts incurred, as we have always done in rate case involving myself and

Fennemore Craig as counsel. And Mr. Sorensen and I will be subject to cross-

examination on the Company's position. This is very different than what happened

with RUCO in the recentBMSC rate case, in my opinion.

Q- HOW DO THE PARTIES KNOW IT WON'T BE SOMETHING

SUBSTANTIALLY DIFFERENT THAN REQUESTED?

Because LPSCO has authorized me to testify that it will not seek more than

$500,000 for the two phases of this rate case.

Q- PLEASE COMMENT ON DIFFERENCES BETWEEN THE PARTIES ON
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A.

RATE CASE EXPENSE.

At this stage of the proceeding all of the parties are proposing rate case expense of

$210,000 for each division. However, Staff and RUC() recommend an
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amortization period of five years which lowers the annual level of expense.94 The

Company continues to disagree with a five year amortization period.95

Q-

B. Wastewater Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WASTEWATER

DIVISION PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES

AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

STAFF AND/OR RUCO?

The Company rejoinder adjustments for the Wastewater Division are detailed on

Rejoinder Schedule C-2, pages 1-14. The rebuttal income statement with

adjustments is summarized on Rejoinder Schedule C-1, page 1-2. The Company is

not proposing any changes to its previously proposed adjustments, nor is it

recommending any additional adjustments at this stage of the proceeding. Again,

property taxes and income taxes have been adjusted to reflect the rejoinder

proposed revenues |

Q- DOES STAFF NOW AGREE TO COMPUTE CIAC AMORTIZATION

USING ACCOUNT SPECIFIC RATES?

A. Yes, same as with the water division discussed above.96

Q- HAS RUCO MODIFIED ITS PROPERTY TAX COMPUTATION TO USE

TWO YEARS OF ADJUSTED TEST YEAR REVENUES AND ONE YEAR

OF PROPOSEDREVENUES?
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A.
. . . . . 97

Yes, same as wlth the water division discussed above.

94 Michlik W Dt. at 18, S Rowell Sb. at 7-8 |

95See Sorensen Rj. at 1-2, Sorensen Rb. at 10, Bourassa Rb. at 38.

96 michuk w Sb. at 8.

97 S Rowell Sb. at 8, see RUC() Water Surrebuttal Schedule 4, page 8 of 9.
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Q- DO STAFF AND RUCO NOW AGREE TO THE REMOVAL OF

CONTRACTUAL SERVICES COSTS FROM AEROTEK?
98Yes.

Remaining Revenue and Expense Issues.

Q.

1.

PLEASE CONTINUE.

RUCO has not adopted the Company's proposal to reduce bad debt expense by

$21,791 to about $22,000. The Company's adjustment reflects the Company's

adoption of Staffs normalization adjustment.99 Instead, RUCO proposes to reduce

bad debt expense by $40,848.100

RUCO's adjustment is flawed because it is based on the water division's test

year level of bad debt relative to revenues. RUCO's resulting level of bad debt

expense for the wastewater division is about $3,000. Over the past couple of years,

LPSCO has written off over $63,500 of customer receivables. No one should be

surprised at this given all we have heard about the economy in rate cases the past

18 months or so. Plus, sewer receivables are harder to collect given that you can't

turn off service of a customer fails to pay his/her sewer bill. A $3,000 annual level

of expense is totally reasonable under the circumstances.

Q. ANY OTHER INCOME STATEMENT ISSUES IN DISPUTE?

There remains disagreement on certain expenses RUCO seeks to remove from the

test year operating expenses. In particular, RUC() proposes to remove $19,784 for

effluent disposal site maintenance, including landscape clean-up and crop planting

for beneficial reuse,101 $16,428 for grounds maintenance and sewer line

98 Michlik kw Sb. at 6, s Rowels sh. at 17.
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99 Michlik Dt. at 19.

100 s Rowell Dr. at 16.

101 See RUCO Wastewater Direct Schedule 3, page 5 of 19, lines 18-20.
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Q.

cleaning.102 The Company believes the $19,784 and the $16,428 reflect the nature

and level of expense the Company expects to incur on a going forward basis and

therefore the costs should be allowed in operating expense.

WHY DOES RUCO BELIEVE THESE EXPENSES ARE "NON-

RECURRING"?

I do not  know because RUCO's witnesses do not  provide any explanation their

filings. But these adjustments are very difficult for utilities to accept.

Q- WHY IS THAT, MR. BOURASSA?

What should LPSCO have done when it  faced a need for effluent  clean up and

sewer-line cleaning? Refuse to incur nearly $40,000 that was needed and prudent

because it  might not need to do the exact same thing to maintain and operate its

system next year? LPSCO is running a business and they incur operating expenses

that are reasonable and necessary every day. These expenses tit groups of expected

costs for things like maintenance, repairs, legal, but  may look exactly the same

every year. RUCO should not be allowed to create a loophole where these costs

are not recoverable. It seems to me if they are not being recovered from ratepayers

then they do not need to be incurred in service of those ratepayers in the future.

Q . THANK you, PLEASE CONTINUE WITH YOUR DISCUSSION OF THE

REMAINING ISSUES IN DISPUTE?
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RUCO and the Company also disagree on RUCO's proposal to remove $5,155 as

"unnecessary expense" from Outside Services - Other. I have already addressed

adjustments for the allocated portion of expenses related to a holiday party and

102 See RUCO Wastewater Direct Schedule 3, page 5 of 19, lines 23-26.
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tickets, as well as its disagreement with the removal of remainder of the allocated

portion of the costs of dues and memberships, business publications, and travel.103

Q- DO RUCO AND STAFF MAKE SIMILAR ADJUSTMENTS TO CENTRAL

Q-

OFFICE COSTS?

Yes.104 RUCO proposes to remove $186,950 of Central Office costs down from

the $191,850 in its direct n1ing.105 Staff is recommending removal of $266,665 of

Central Office costs.l06 As mentioned, the Company continues to disagree as

testified to by with RUCO's proposal. Mr. Tremblay addresses this issue in detail

in his rejoinder testimony.

WHAT ABOUT "BONUSES"?

Yes. Staff is proposing to remove $26,477 of bonuses from operating expenses

which is the allocated water division portion of $52,954 of employee bonuses paid

during the test year. Mr. Sorensen addresses this issue further in his rejoinder

testimony as I testified above.

v . RATE DESIGN

A. Water Division Rate Design.

WHAT ARE THE COMPANY'S PROPOSED RATES FOR WATERQ-

A.

SERVICE?

The Company's proposed rejoinder rates are:

MONTHLY SERVICE CHARGES

5/8" x 3/4" meters

3/4" Meters

$10.35

$26.39
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103 See RUCO Water Direct Schedule 4, page 8 of 19, and Company Wastewater Rejoinder Schedule C-2,
page 9.

104 S Rowell Sb. at 17, see also RUCO Wastewater Surrebuttal Schedule 4, page 3 of 7.

105 S Rowell Sb. at 17, see also RUCO Wastewater Surrebuttal Schedule 4, page 3 of 7.

106 See Staff Surrebuttal Schedule JMM-WW15.
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1" Meters

1 1/2" Meters

2" Meters

3" Meters

4" Meters

6" Meters

8" Meters

10" Meters

12" Meters

Construction Water - Hydrants

Bulk Water

COMMODITY RATES

5/8" and %" Meters - Res.

$43.99

$54.28

$66.80

$133.60

$208.75

$417.50

$501.00

$960.25

$1,252.50

By meter size

By meter size

5/8" and %" Meters - Com., I i i .

1" Meters

1 %" Meters

2" Meters
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3" Meters

4" Meters

1 to 3,000

3,001 to 9,000

Over 9,000

1 to 10,000

Over 10,000

1 to 20,000

Over 20,000

1 to 30,000

Over 30,000

1 to 50,000

Over 50,000

1 to 120,000

Over 120,000

1 to 180,000

S 1.23

s 1.83

$ 2.43

s 1.83

s 2.43

s 1.83

s 2.43

$ 1.83

s 2.43

s 1.83

$ 2.43

s 1.83

s 2.43

$ 1.83
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6" Meters

8" Meters

10" Meters

12" Meters

Construction (Hydrant) Water

Bulk Water

Over 180,000

1 to 360,000

Over 360,000

1 to 670,000

Over 670,000

1 to 940,000

Over 940,000

1 to 1,248,000

Over 1,248,000

All gallons

All gallons

$ 2.43

s 1.83

S 2.43

s 1.83

$ 2.43

s 1.83

S 2.43

s 1.83

s 2.43

S 2.43

$ 1.47

Q. WHAT IS THE IMPACT ON A 3/4

RESIDENTIAL CUSTOMER UNDER

RATE DESIGN?

INCH AND 1 INCH

THE COMPANY'S

METERED

PROPOSED

As shown on the Rejoinder Schedule H-2, page 1, the average monthly bill under

present rates for a % inch residential customer using an average 9,537 gallons is

$18.64. The average monthly bill under present rates for a 1 inch residential

customer using an average 14,556 gallons is $31.56.
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Q- WHAT WILL BE THE AVERAGE % INCH RESIDENTIAL AND 1 INCH

RESIDENTIAL CUSTOMER AVERAGE MONTHLY BILL UNDER THE
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NEW RATES?

As shown on Schedule H-2, page 1, the average monthly bill under proposed rates

for a % inch residential customer using an average 8,919 gallons is $42.37 - a

$23.73 increase over the present monthly bill or a 127.31 percent increase. The

average monthly bill under proposed rates for lynch residential customer using an

average 14,556 gallons is $70.62 .-- a $39.06 increase over the present monthly bill
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or a 127.31 percent increase.

Q- PLEASE COMMENT ON THE PROPOSED RATE DESIGN OF STAFF.

Like the Company, Staff is proposing an inverted three tier design for the smaller

metered residential customers (5/8 inch and % inch) and an inverted two tier design

for the small commercial metered customers (5/8 inch and % inch), as well as l

inch and larger metered customers (all classes) with the exception of construction

water.107 Staff' s break-over points increase with meter size, but Staff break-over

points are different than the Company's. The first tier commodity rate for the

small commercial metered customers and l inch and larger metered customers is

the same as the second tier of the small residential metered customers. The second

tier of the small commercial metered customers and l inch and larger metered

customers is the same as the third tier of the small residential metered customers.l08

Other than the bulk water rate that the Company is now proposing, the primary

difference in the rate designs is in the commodity rate charged and the level of

revenue recovery from each class of customer.

Q- HAVE YOU PERFORMED A REVENUE PROOF ON STAFF PROPOSED

A.

Q-

A.

RATES?

Yes. Staff rates now produce the revenue requirement.

PLEASE CONTINUE.

Staff's proposed rates shift revenue recovery away from the PA inch metered

residential customer class to the larger metered customer classes. The % inch

metered customer class provides approximately 30 percent of water revenues under

present rates. Under Staff"s proposed rates, the % inch meter customer provides

approximately 26 percent of water revenues. The majority of the revenue shift is to
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107 See Staff Surrebuttal Schedule PMC-W1 .

108 See Staff Surrebuttal Schedule PMC-W1.

FENNEMORE CRAIG
A PROFESSIONALCoRpoRATlor~

PHOENIX

A.

34



4

a bulk water customer outside the CC&N that Staff now classifies as an "8 inch

meter customer." Another significant shift is to the 2 inch irrigation customers.

Q- WHO IS THIS BULK CUSTOMER?

The City of Goodyear. Mr. Sorensen has also addressed this issue in his rejoinder

testimony. 109

Q~ DO YOU HAVE AN EXHIBIT SHOWING THE PERCENTAGES OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND STAFF PROPOSED RATES?

Q-

Yes. Attached hereto as Exhibit TJB-RJ2 is a revenue summary similar to the H-

1 schedule contained the Company's rejoinder schedules which shows the revenues

under present rates and Staff' s proposed rates.

PLEASE CONTINUE.

Further evidence of the revenue shift is that under Staff's proposed rates, the %

inch customers provide the lowest overall return at only 2.24 percent. In contrast,

the 8 inch customer group (which now would include Goodyear) provides the

highest return at over 200 percent, with the l % inch and larger metered customers

provide returns exceeding 20 percent. Remember, under Staff"s proposed revenue

requirement, each customer class must achieve an 8.7 percent return in order to

cover the cost of service. Customer classes that provide less than 8.7 percent are

paying less than the cost of service. Conversely, customer classes providing more

than an 8.7 are paying more than their cost of service.

Q- D() YOU HAVE AN EXHIBIT SHOWING THE RETURNS PROVIDED OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND STAFF PROPOSED RATES?
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26 109 Sorensen Ry. at 8-9.
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Q~

Yes. Attached hereto as Exhibit TJB-RJ3 is a cost of service summary schedule

similar to the G-2 schedule contained the Company's rejoinder schedules which

shows the returns provided by customer class (meter size) under present rates and

Staff's proposed rates .

PLEASE CONTINUE.

As a consequence of Staffs rate design, the % inch residential class under Staff"s

proposed rate design is heavily subsidized by the other customer classes, including

a wholesale customer that will have less costly alternatives and likely leave the

system.H0

Q- WHERE DOES THIS SUBSIDIZATION ORIGINATE?

The significant subsidization exists because Staff" s proposed rate design contains a

relatively low monthly minimum and a relatively low first-tier commodity rate for

the % inch metered residential customers. In fact, the % inch customers pay the

same monthly minimum as the 5/8 inch metered customers and also pay a low first

tier commodity rate at $1.00 per thousand gallons.

Q, BUT ISN'T THAT CONSISTENT WITH A CONSERVATION ORIENTED

RATE DESIGN, WHICH YOU ALSO HAVE PROPOSED?

Yes, but there has to be a balance between the need to properly value the product

and the price businesses can afford to pay. Some commercial customers may not

be able to absorb the higher rates and the Company faces an unaccounted for

increased risk of losing these customers and the associated revenues. Again, we

hear a lot about hard economic times. The last thing businesses in LPSCO's

service areas likely need in a time of recovery is an extra large rate increase to
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subsidize the citizens. I'd think people would rather see jobs and business thriving

than lower water bills.

This is especially true because all that will happen is more large increases

down the road. The larger metered customers tend to use more water and as a

result are typically billed much higher amounts. Further, these customers are more

profitable because of their higher use. The loss of one or more of the larger

metered customers will have a significant impact on the Company's revenues.

When LPSCO comes back in it will still have to recover much of the same revenue

requirement but without the commercial customers that helped spread the recovery

before. That means higher rates for those residential customers Staff saved a

couple dollars a month today.

Q- AND THIS IS THE CONCERN THE COMPANY HAS WITH THE CITY

OF GOODYEAR?

Yes. The Company believes Goodyear will leave the system If higher rates are

adopted Staff's second tier rate for where Goodyear would be classified as a

"retail" customer is $2.88 per thousand gallons. During the test year, Goodyear

purchased on average over 12.5 million gallons per month. The first break over

point for the 8 inch metered customer class under Staff's rate design is 670,000

gallons. Consequently, most of the gallons purchased by Goodyear will be subject

to the $2.88 rate.

Q- ARE THERE ANY OTHER CONCERNS YOU HAVE ABOUT STAFF'S

PROPOSED RATES?

Yes. In addition to shifting revenues away from the largest customer class, Staffs

proposed rates shift revenue away from the monthly minimums to the commodity
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*

rates. Under the present rate design, the revenues from the monthly minimums

comprises about 36 percent of the revenues are generated from the monthly

minimums. Under Staff's proposed rates approximately 31 percent of the revenues

are generated from the monthly minimum. Decreasing the portion of revenues

recovered from the monthly minimum substantially increases the risk of revenue

instability. Inverted tier designs, as proposed by the parties in the instant case,

encourage conservation. If conservation is actually achieved, usage will decline

and the Company will experience a substantial shortfall in the revenues it collects.

As noted above, this risk is entirely unaccounted for by Staff in this case, or in any

other rate case to my knowledge.

Q- DO YOU OR THE COMPANY DISAGREE WITH CONSERVATION

BASED RATES?

No, conservation is a community wide goal and should be encouraged as a general

policy. There just has to be a balance and a view towards the long-term, not just

lower rates now.

Q, THANK you. PLEASE COMMENT ON RUCO'S RATE DESIGN?

A. RUCO is proposing an inverted three tier design for the smaller metered residential

(5/8 inch and % inch) and an inverted two tier design for the small commercial and

imlgation metered customers (5/8 inch and % inch) as well as 1 inch and larger

metered customers (all classes) with the exception of construction water.112

RUCO's break-over points are different than the Company's, but like LPSCO and

Staff, RUCO's break-over points increase with meter size. The first tier

commodity rate of the l inch and larger metered customers (except imation) is

the same as the second tier of the small residential and commercial metered
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26 112 See R U C O W a t e r  S u r r e b u t t a l  S c h e d u l e  5 .
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customers.m The second tier of the 1 inch and larger metered customers (except

irrigation) is the same as the third tier of the small residential and commercial

metered customers. The irrigation customers have different commodity for both

tiers but that are similar to the commodity rates of the l inch and larger meters

(non-inigation). 114

Q- HAVE YOU PERFORMED A REVENUE PROOF ON RUCO'S PROPOSED

Q-

RATES?

Yes and I now find that RUCO's proposed rates also produce its recommended

revenue requirement.

PLEASE CONTINUE.

Based on RUCO's proposed rates revenue recovery is shifted away from the %

inch metered residential customer class to the larger metered customer classes.

The PA inch metered customer class provides approximately 30 percent of water

revenues under present rates. Under RUCO proposed rates, the % inch meter

customer provides approximately 25 percent of water revenues. The majority of

the revenue shift is to the 8 inch meter customer, again now Goodyear joining the 2

inch irrigation customers.

Q- DO YOU HAVE AN EXHIBIT SHOWING THE PERCENTAGES OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND RUCO PROPOSED RATES?

A. Yes. Attached hereto as Exhibit TJB-RJ4 is a revenue summary similar to the H-

1 schedule contained the Company's rejoinder schedules which shows the revenues

under present rates and RUCO's proposed rates.
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113 See RUCO Water Surrebuttal Schedule 5.

114 See RUCO Water Surrebuttal Schedule 5.
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Q- PLEASE CONTINUE.

Further evidence of the revenue shift is that under RUCO's proposed rates, the %

inch customers provide the lowest overall return at only 1.5 percent. The 8 inch

metered customers provides the highest return at over 230 percent while the 2 inch

metered customer provide a return of over 50 percent. Remember, under RUCO's

proposed revenue requirement, each customer class must achieve an 8.54 percent

return in order to cover the cost of service. Customer classes that provide less than

8.54 percent are paying less than the cost of service. Conversely, customer classes

providing more than an 8.54 are paying more than their cost of service.

Q- DO YOU HAVE AN EXHIBIT SHOWING THE RETURNS PROVIDED OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND RUCO'S PROPOSED RATES?

A. Yes. Attached hereto as Exhibit TJB-RJ5 is a cost of service summary schedule

similar to the G-2 schedule contained the Company's rejoinder schedules which

shows the returns provided by customer class (meter size) under present rates and

RUCO's proposed rates.

Q. PLEASE CONTINUE.

Like Staffs rate design, as a consequence of RUCO rate design, the % inch

residential class under RUCO's proposed rate design is heavily subsidized by the

larger metered customers. Therefore, my testimony above regarding the lack of

balance in Staff's rate design applies equally to RUCO's.

Q- PLEASE COMMENT ON THE CITY OF LITCHFIELD PARK'S RATE

DESIGN?
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A. The City is proposing is proposing an inverted three tier design for the less than

1 inch metered residential, commercial and imlgation customers and an inverted

two tier design for the 1 1/2 inch and larger metered customers (all classes) with
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the exception of the 8 and 10 inch metered commercial customers for which a

single tier design is proposed.H5 Like the Company, the City's break-over points

increase with meter size. The commodity rates and break-over points for the 5/8

inch metered residential, commercial and irrigation customers are the same at

$1.20, 1.53, and 2.20, respectively. The commodity rates for the % inch and 1

inch metered residential, commercial and irrigation customers are appreciably

higher than the 5/8 inch metered customers at 1.50, 1.95, and 2.20, respectively.

The commodity rates for the 1 % and 2 inch meter sizes are the also same across all

customer classes at $1.50 and 2.70, respectively. The break-over points are the

same across all customer class for the l % inch meter size, and the break over

points are the same across all customer classes for the 2 inch meter size. The

commodity rates for the 4 inch meters vary among the customer classes.

Generally, the commercial and irrigation customers have higher commodity rates

than the residential metered customers. For example, the 4 inch residential class

has commodity rates of $1.50 and 2.70, respectively, while the 4 inch commercial

class has commodity rates of $2.60 and $3.90, respectively. Further, the

commodity rates for the 4 inch irrigation class are $1.85 and $2.81 respectively.

The break-over points for the 4 inch metered residential and commercial customers

is the same, while the break-over point for the 4 inch metered initiation customers

is lower. Finally, the City proposes that the 8 inch metered commercial customer

pays near the highest commodity rate of all customer classes and meter sizes while

the 10 inch metered customer pays the lowest commodity rate of all customer

classes and meter sizes.

115 See City of Litchfield Park Schedule RLD-5 (for all references to the City's recommended rates).
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Q- ARE THE MONTHLY MINIMUMS FOR EACH METER SIZE THE SAME

ACROSS ALL CUSTOMER CLASSES?

No. The monthly minimums vary by customer class and meter size for all but the

5/8 and % inch metered customers.

Q- HAVE YOU PERFORMED A REVENUE PROOF ON THE CITY'S

PROPOSED RATES?

Yes. I find that the City's proposed rates do not produce the intended revenue

requirement. In fact, the City's proposed rates produce revenues that are

approximately $900,000 too low.

Q- WHY DOES THE CITY'S RATE DESIGN SEEM SO COMPLICATED?

I am not really sure but it is sure counter to the objective of simplicity and

uniformity of rates among customer classes in a rate design. Further, I do not see

how Mr. Darnall can be as specific as he is with respect to the commodity charges

and break-over points for each meter size and customer class when his cost of

service study is presented by meter size only. Supposedly, Mr. Darnall's objective

is to recover the cost of service from each customer class.l 16 However, within most

meter sizes served by the Company there are residential, commercial, and irrigation

customers. How are we to know whether within each meter size that Mr. Darnall

has not inadvertently shifted recovery of the cost of service from the residential to

the commercial (or visa-versa) within each respective meter size.

Q- SO YOU ARE UNABLE TO DETERMINE WHETHER THERE HAS BEEN

A SHIFT OF REVENUE RECOVERY BETWEEN CLASSES, SIMILAR TO

THAT WHICH YOU DISCUSSED WITH RESPECT TO STAFF AND

RUCO'S RATE DESIGNS?
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No, I can tell something has occurred, I just cannot be more specific on the details.

But one thing is quite puzzling - the low single tier commodity rate for the 10 inch

meter combined with a relatively low monthly minimum problematic. Based on

Mr. Darnall's own cost of service study, the City's proposed rates for the 10 inch

metered customer provides the lowest overall return at a negative 14 percent. The

10 inch customer class will also see a rate decrease of 40 percent under the City's

rate design.

I also find the high single tier commodity rate for the 8 inch meter combined

with a high monthly minimum problematic. Again, based on Mr. Darnall's own

cost of service study, the City's proposed rates for the 8 inch metered customer

provides an overall return at a nearly 9.9 percent. The 8 inch customer class will

also see the second highest rate increase on average at over 129 percent. Further,

the 4 inch metered customer class, which is made up of primarily commercial and

irrigation customers and are charged the highest commodity rates under the City's

proposed rate design, provide the highest return at over 18 percent. The 4 inch

commercial customer class will also see the highest rate increase on average at

nearly 205 percent while the 4 inch im'gation class will the third highest rate

increase at 94.20 percent. Finally, I find the returns provided by the other meters

sizes vary substantially.

If Mr. Darnall's objective was to as develop rates intended to produce the

target rates of return set forth in Exhibit RLD-4, page 1, he has failed, which is just

one more reason the Commission should not adopt his recommended rates in this

proceeding.
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Q- EXCUSE ME MR. BOURASSA, BUT THE RETURNS LISTED ON MR.

DARNALL'S SCHEDULE EXHIBIT RJD-4, PAGE 1, SHOW THAT THE

RETURNS FOR THE 8 INCH AND 10 INCH METERS ARE BOTH 10.46
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PERCENT. IT ALSO SHOWS THAT THE RETURN FOR THE 4 INCH

METER IS 8.93 PERCENT.

the 5/8 inch, % inch,

Yes. That's what the schedule reflects. It also reflects returns of 8.0 percent for

As I have testified, the1 inch, and 1.5 inch meter sizes.

City's rates don't work as represented.

Q- HAVE YOU PREPARED AN EXHIBIT SHOWING THE REVENUES AND

RETURNS PRODUCED BY THE CITY'S PROPOSED RATE DESIGN FOR

EACH METER SIZE?

Yes. Attached hereto as Exhibit TJB-RJ6 is a cost of service summary schedule

similar to Exhibit RLD-4, page 1 which reflects the revenues and the returns

provided by the City's proposed rates. As shown, the 10 inch metered customers

provide a negative 14.15 percent return (line 29, column 13), the 8 inch metered

customers provide a 9.87 percent return (line 29, column 12), and the 4 inch

metered customers provide an 18.01 percent return (line 29, columns 1). Further,

the returns for the 5/8 inch, % inch, 1 inch, and 1.5 inch vary from a low of 6.21

percent to a high of 10.15 percent (line 14, columns 5-8).

Q- IS THE FAILURE TO PRODUCE THE REVENUE YOU TESTIFIED TO

ALSO REFLECTED IN YOUR EXHIBIT?

Yes. The total revenues produced by the City's proposed rates is $10,894,646 (line

18, column 15), whereas the total revenues required is $11,803,750 (line 3, column

4).
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Q~ HAVE YOU PREPARED AN EXHIBIT SHOWING THE RATE INCREASE

BASED ON AVERAGE CONSUMPTION FOR EACH METER CLASS

UNDER THE CITY'S PROPOSED RATES?
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Yes. Attached hereto as Exhibit TJB-RJ7 is a bill comparison a schedule similar

to schedule H-2 contained in the Company's rejoinder filing showing the rate

increases for each meter size based on the average consumption.

Q. ARE SINGLE TIER DESIGNS APPROPRIATE FOR LARGE METERED

CUSTOMERS LIKE THE 8 INCH AND 10 INCH METERED

A.

CUSTOMERS?

It depends on the circumstances. The Company is proposing a single tier design

for Goodyear (8 inch bulk water). Goodyear purchases significant volumes of

water which provides a significant portion of revenues to the Company. My cost

of service study indicates that Goodyear helps to subsidize other customer classes.

Therefore, it would be detrimental to the Company and ratepayers to lose these

revenues as they would have to be made up by the other customer classes, as I have

testified already and so has Mr. Sorensen. Like Staff and RUCO, the loss of these

revenues is ignored by Mr. Darnall.

The 10 inch customer may also warrant a single tier design. However, this

customer uses far less water than the 8 inch meter customers (Goodyear). In fact,

the 8 inch metered customers use 30 times more water than the 10 inch metered

customer. In any case, my cost of service study indicates that a commodity rate of

$0.55 per thousand gallons recommended by Mr. Darnall is far too low.

Q. PLEASE RESPOND TO MR. DARNALL'S CRITICISM THAT YOU

FAILED TO ALLOCATE A PORTION OF THE PURCHASED POWER TO

THE DEMAND FUNCTION.
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A. Mr. Darnall anal continue to disagree on this point. By definition, elect demand

charges are charges for electricity when electricity is used the most, based on the

period of time detailed in the power provider's rate plan. It is not a standby charge

that is incurred whether electricity is used or not. In other words, it's a variable
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cost and I believe demand charges are appropriately commodity related. Besides,

in the end as I stated in my rebuttal testimony, the allocation of 5 percent of the

purchased power costs to the demand function in my study would have no

appreciable impact on my cost of service study results.m

Q, PLEASE RESPOND TO MR. DARNALL'S CRITICISM THAT YOU

SHOULD HAVE ALLOCATED THE BACK FLOW PREVENTION COSTS

TO THE CUSTOMER FUNCTION RATHER THAN THE DEMAND AND

COMMODITY FUNCTIONS.

I would not necessarily disagree with Mr. Darnall, however, like the allocation of

purchased power costs, the allocation of back flow prevention costs to the customer

function would have no appreciable impact on my cost of service study results.

Q, PLEASE RESPOND TO MR. DARNALL'S CRITICISM OF YOUR STUDY

THAT YOU SHOULD HAVE ALLOCATED PROPERTY TAXES AND

INCOME TAXES BASED UPON COMMODITY, CUSTOMER AND

METERS AND SERVICES FUNCTIONS NOT JUST TO THE DEMAND

FUNCTION.

First, let me say that I did not allocate property taxes and income taxes based upon

demand. I allocated property taxes based on revenues and income taxes based on

taxable income. Property taxes are a function of revenues for water and

wastewater utilities. Income taxes are a function of taxable income. Accordingly,

these are appropriate metrics for the allocation of these costs.

Q- DO YOU AGREE WITH MR. DARNALL THAT DEMAND FACTORS

BASED ON RELATIVE METER FLOWS ONLY PROVIDES AND

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 117 Bourassa Rb. at 56.
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4

INDICATION OF THE INDIVIDUAL CUSTOMERS DEMAND, NOT THE

DEMAND THAT A PARTICULAR CLASS HAS ON THIS SYSTEM?

No. My factors are based on the each customer class relative to the entire customer

base. Further, as I testified, it provides a useful indication of the relative amount of

investment in plant to serve each class."8

Q-

1. Cost of Service Study.

HAVE YOU UPDATED YOUR COST OF SERVICE STUDY?

A. Yes. I have updated my cost of service study to reflect the changes to rate base,

revenues and expenses contained in the Company's rejoinder filing.

Q- HAVE YOU MODIFIED YOUR COST OF SERVICE FOR THE

REJOINDER TESTIMONY?

A. Yes. I show separately the hydrant meter customer class .

Q- PLEASE DISCUSS THE RESULTS OF YOUR UPDATED STUDY.

A. As shown on the G-2 schedule, the % inch metered residential class (the largest

customer class) stills provide the lowest return at 7.96% at proposed rates and,

therefore, continues to pay less than their cost of serviceu9 and to be subsidized by

the larger metered customers under proposed rates. The 1 inch, l % inch, 2 inch,

and the 4 inch metered classes provide returns of 10.48%, 18.57%, 16.7l%,

24.05%, respectively. The 8 inch metered class (Goodyear) provides the highest

return of75.l1%.

Q-

B. Wastewater Division Rate Design.

WHAT ARE THE COMPANY'S

WASTEWATER SERVICE?

PROPOSED RATES FOR

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

118 Bourassa Rb. at 57.

119 To pay full cost of service a customer class must achieve the required return. In the instant case, the
Company is proposing an 11% rate of return based on its weighted average cost of capital.
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A.

$ 48.39

$ 44.92

$81.83

s 45.81

s 4.00

The Company's proposed rates are:

Monthly Residential Service

Multi-Unit Housing - Monthly Per Unit

Commercial:

Small Commercial - Monthly Service

Measured Sewicex

Regular Domestic:

Monthly Service Charge

Rate Per 1,000 Gallons of Water

Restaurants, Motels, Grocery Stores &

Dry Cleaning Establishments: (1)

Monthly Service Charge

Rate Per 1,000 Gallons of Water

S 45.81

s 5.34

$ 45.81

$1,779.00

Schools

$1,209.72

$1,423.20

Wigwam Resort:

Monthly Rate - Per Room

Main Hotel Facilities - Per Month

Monthly Service Rates:

Elementary Schools

Middle Schools

High Schools

Community College

Effluent

$1,423.20

$2,205.96

Market Rate

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q- DO YOU HAVE CONCERNS OVER RUCO'S CONTINUED ARGUMENTS

FOR A MUCH HIGHER EFFLUENT RATES?

A. Yes, the same ones expressed by Mr. Sorensen.120

120 Sorensen Ry. at 2-3.
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4

DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY?1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes .
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Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ1
(Rate Base - Phase 1)
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DATE
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SALE TOTAL

INVOICE TOTAL

DEPOSIT

visA

SM 234@a
EPA 245.1
EPA 2@e.7
EPA 2@a.7
EPA zoa.7
EPA 2@o.7

Sn zazas
EPA 3e@.o
SM 2s1as
SM 4;ao-Fc
EPA Asa.;
snaseonoze
SM 4soe-nos
EPA 150.1
EPA 3@o.¢
shaseo CNE
Sm Isaac
EPA 18Q.1
erA.2oo.9
EPA 2a@.9
EPA 20®.7
EPA 209.7
EPA ze@.7
EPA 2oo.7
EPA zoo.7

. f .. -
LPSCO' (Litchfield Park Svc Co) .
111 w; uiguam Blvd. suite a .
Litchfield Po'rk, AZ ass.be.. ._

Auth;

06-08~09;11'01AM$
J I

Technical `Services.of Arizona, Inc.

17631 n. 25m Avenue - P_hO8f1IX. Arizona 85023
(602) 324-6100 U fax (602) 324-6101

L

.J

wuwnw CONTINUED ON NEXT PAGE **WWW

. E G E

M a t t h e w ' Bai-li'ck

4

F

I
9
4.

WE ACCEPT VISA or MA S T E R C A R D

-1 .

¢a212;107 19

Description

; |
•

4'

Nitrogen as Nitrate
Total Alkalinity-(ae CaC08)
Chloride ). v
Conductivity
Fluoride
Nitrogen as Ammonia
Nitrogen as Nitrite
Nitrate plus Nitrite
PH ' '
Sula ate
Cyanide. Total
Total Dissolved Solids
Turbidity
Metal; Digestion for GFAA
Arsonlc. Dissolved
Barium
Beryllium
Calcium
Cadmium
Chromium
Filtration for Dies metals
Hardness, Total (Ca a Mg)
.Mercury
Potassium
magnesium
Sodium
Nickel

f.

z

c¢a

. ..'.o..-4

r

4'

(.

I

SHIP
T O

\

J

\

Attn: Matthew Garrick

LPSCO .(L1tchfi.le1d Park SVc Co)
111 UP Wigwam =lvd, 'Suite a
Litohfia1d_park, AZ sssaa.

I

cy Unit unit-Price Ext-priqe

4

s

s
5
s
s
5
s
s

s
5
5

s
s
s

s
s
5

s
s
s
5
5
s
5

5
s
5

EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH

\

;s02 324 6101

TOTAL DUE

¢.oe
14.ae
24.99
1a.@e
24.99
35_0Q
1s.@0
15.00
12.¢o
24.ae
ss.oo
1s.ao
la.@@
e.@o
z1.@@
_13,5Q
1a.se
13_58
13.50
13.5%
15,86
7.50
4e.@®
1a.s@
13.50
13.s@
13.50

NET ea DAYS

°'?

3z@7 .ea

@.he
72.08

129.02
9a.oe.

1ze.e@
18a.ez
75.00
7s.eo
6o.o@
1z@.o@
330.89
9@.eo
9o.o@
o.o@

1es.@o
67.s®
67,50
57;5@
67.59
s7.so
7s}@®
37.s@

24@.¢o
67.50
67.50
67.59
s7.s@

# 2/ 5



SALE TOTAL s , 2<a 7 .of

INVOICE TOTAL

DEPOSIT

s.2o7.eoVISA 4

06-06-09:11:01AM: # 3/ 5

,*\

I
I

\

602 324 6101

ULNI\V@.l{M3l3L E G.7
. _

. 1
I14-

HW*

'Technical Serve¢:es̀  o.f A.rlzd'na',~-Inc.
v

a\ wsal n. is"' Avenue • Phoenix, Arizona 8so2a
(coz) 324-8100 fax (602) 324.6101

4

I

I al 's

I

1

siLo
TQ

4 5

Lpsco (Litchfield park svc Co)
111 w. Uiguam Slvd, Suite s
Litchfield park, Az 86340

.r I

Cisco (Litchfield park"sv¢ Co)
.111 w. Wigwam Blvd, Suite. 8
Litchfield P a y , AZ asa4o

Ma thew'Gar1iokAttn x Attn: Matthew 'Garlics
J

4

TOTAL DUE -3297.of
r

987653 021Z-10719 NET so DAYS

item-\t Description Qty Unit Unit:-price Ext-price

EPA
EPA .
EPA
EPA
EPA
EPA

2oo.9
2oo.9
2@a.9
220.9
280.7
320.1

Lead
Antimony
Selenium
Thallium
Metals Diquetion
Bromide

for ICE

5 EACH
5 EACH
5 EACH
F EACH
s EACH
s EACH

21.@@
21 .80
21.ea
21.oa
24.20
36.98

1@s.@0
ws .ah
1os.oc
ws .he
12@.00
180. of

l

I

WE ACCEPT VISA or M ASTERCARD
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\
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E

SHIP
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SALE TOTAL

INVOICE TOTAL

DEPOSIT-
v/sA

Itenyt

caLc.
SM 23208
EPA sea.@
SM 2s1¢e
SM as@@-Fc
EPA 358.1
SMAS80NO2B
SM q5@@-N03
EPA 15o.1
'EPA 300.0
stuseo CNE

. Sm zsaec
g :PA 18e.1
EPA 2@e.9
EPA 2@o.9
EPA 2@e.7
EPA 208.7
EpA~2@@.7
EPA 2oo.7
EPA 2o@.7

I

SM 23408
EPA 245.1
EPA ;aa.7

. 'EPA 2o@.7
I EPA 200.7
EPA 2ae.7

\
;
I

I
1

a
E
I

!

I

TO

LPSCO (Litchfield Pank'Svc to).
SAD 111 ~W{ Ulgwam Blvd. Suite B

Lic¢hffe1d Park, Az ess4o

987653

Attn: Matthew Garlkck

I

'Technical Se.rwice§ of Arizona, Inc.

.17sa1 n. 8Avmu9:- Ph°¢H|»i8QAnz¢na asoza
we) sz4-e1oq •tax(602) 324-6101

06-08-09211 I01AMi

.4
L'

*~*** CONT1NUEO on NEXT pass ~-**~

E G E nu

F

WE ACCEPT VISA or MASTERCARD

, .
'I 0\
W 1
: \1_

I.31 ;
.,, "1
1' ,"

.

Q2.12..1_785

Nitrogen as Nitrate .
Total Alkalinity (as CaC03)
Chloride
Conductivity
Fluoride
Nitrogen as Ammonia
Nitrogen as Nitrite
Nitrate plus nitrite
p H .

Sulfate
Cyanide. Total
Total Dissolved Solids
Turbidity r
Metals Digestion for GFAA
Arsenic, Oissolved
Barium
Beryllium
calcium
Cadmium'
Chromium
Filtration for Dies metals
Hardness. Total (Ca s mg)
Mercury .
Potassium
Magnesium
sodium
Nickel

Description

f
l.

I
0 I

g.
I

I .

I

I

I

SHIP
To

Lwsco (Litchfield Park Svc Co)
111 'W. WigwaM Blvd, Suite B
Litchfield Eerk, %28534@ .

Attnz Matthew Bar lick

Qty Unit unit-Pricp Ext-priee

a EACH
q EACH
4 EACH
4 EACH
4 EACH
4 EACH
a EACH
4 EACH
a EACH
4 EACH
4 EACH
a EACH
q ERCH
4 EACH
a-EACH
4 EACH
4 EACH
4 EACH
4-EACH
4 EACH
4 EACH
a EACH
4 EACH
4 EACH
4 EACH
4 EACH
4 EACH

I
I

TOTAL DUE

602 324 6101

1/22/as

0.00
14.40
24.08
18-@0
24.00
36.00
15.00
1s.0o
12.00
24.00
ss.00
.1a.00
18.00
0.00

21.00
1a.s0
13.50
13.50
13.50
13.50
45.00
7.50
48.00
1a.s0
1s.s0
13.50
15.50

NET so DAYS

Q92925.l1

zees I so

# 4/ :J

0.00
s7.se
96.ee
72.@o
95.96

14a.@m
sa.om
so.@o
48.88
9s.oo

2sa.oo
7z.eo
72.9@
epee
a4.¢@
s4.aa
s4.a@
sa.@o
sa.oe
54.@@
6o.ao
38.90
192.a@
sa.oo
sa.0@
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so.@@
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sou TOTAL z .ass . Se

(NVCMCE1oT'AL

DEPOSIT

2,s6s.6eW5A.:FL

SOLD
To

\.

Lps co  gn i f eh f i s l d  pa r k  s v c  Co)
111 w. Wigwam Elva, Sui te B
L i t c h f i e l d .pa r k ,  AZ  85348  .

06-08-09:11:01AM:

\
1 U
..

Technical Services of Arizona, Inc.

17631 n. 25"' Avenue' » Phoenix, Arizona 85023
(602) 824-6100 I 16X (602) 324-6101

E G E N D

Mat thew Gar l i cs

WE ACCEPT VISA or MASTERCARD

r

0 2 1 2 - 1 0 7 8 5

Description

Lead
Antimony
Selenium
T h a l l i u m
me t a l s  D ig e s t i o n
Bromide

a

4

O4
I

I
l

...s

f o r I C E

SHIP
TO

I

LPSCO (LitoH1'j.e'l.d,Park Svc Co)
.111 U. Wigwam Blvd, Suite 8
L i tc hf ie ld  P a rk .  AZ  e ssa y

A t t n :  m a t h e w  G a r l i c s

s

Q t y  u n i t  U n i t - p r i c e  E x t - p r i c e

4
4
4
4
4
4

ency
EACH
EACH
EACH
EACH
eAch

, TOTAL DUE

| JAN Dl\JILUZ

1/22/Q3

21.o@
21.90
21.oo
21.oo
24.0%
3s.o<a

NET so  oAts

I @92l92S~.\ 2

2565 .so

/

84.00
in.@@
84.@@
aa.eo
95.@a

144.00

l

$ ' u

i

i



PAYIIENT

APPNWALW4
UATE calc'-(fo 3 c

» moumvoPAY 8 1,ol» .

JRIZA ON

I

'
'L _v

U - o f
CODING
I - I \0Q>'8»'9

s

0-1

5
I

65.00
95.00

SOLD TO:

02/05/2008 07:23 FAI 6239372339

L:rr.cnrrs.I.D PARK SERVICE COMPANY
111 w.. w1GwAz4 BLVD.~
SUIT E B
Lr~rcmrI2:1.D PARK. AZ

ANIZORA MAINTENANCE LLt
5503 n. sum AVE

GLENDALE. AZ sasuasszs
s2a-9aT~aa@9OFFICE / FAX
523-684-0749 CELLULAR

85340

APU20R4.

sHip TU;

HA; INTENANCE LLC

INVOICE NUMBER'

LPSCO l -AL

InvolcE DATE: 2 I 3 / 0 3

PAGE: 1

G3-004

FEB -sans

8 1 0 0 4 . .

1

LPSCO vzzmnz. Net 30 Days

Hand Deliver 3/5/03

12.00
3.00

LAsot1 TO FORM AND FINISH

CU YDS OF CONCRETE

780.00
285. OO

:man AND MATERIALS TO nnrsz.
WELLHEAO AT 4-1\L_

WELLHEAD WILL MEET OR EXCEED ADEQ

BULLET IN # 10 ST DS.

¢{»4L

1,065.00uvvtvldl

Sales Tax

Total Invoice Amount

Pain; .ant Rcccivd

$1,065.00

Check No : TOTAL DUE $1,065.00

www.at\ecI<l1o11»smeam 808-245-5773 osuxulasul
V343

uwzmaa



ooo\na •
\on °.Q'EX`)" \\'H'QG l

oz snip1t>: Lrscg

•

WBIJ- 4-zu.

E¢ `

QQ/ 35 07723 FAX 6239372889 41zogA_m1mnmcg LLC.
131002 .INVOICE

ANIZORA MAINTENANCE LLC
esoa N. sum AVE

GLENDFLLE. AZ 85503-3323
G23-937-2339 OFFICE I FAX
G23-694-0749 CELLULAR

NUM8ER: 03-012

same. A/4/G3

pAvuEu1 AUTHOR

DATEoZlafloii

Amour ro n o #12,431. 17 PAGB:

SOLDTO:
-52cm

LITCHFIELD PARK SERVICE comm
111 w, WIWRH BLVD..
SUITE B .
L r r c t i r I zno  m ax.  AZ B5340'

1444

LPSC-'O V E R B A L  m a r n a Net 30 Dave

GREG R FROEHLING H a n d  D e l i v e r : 3/26/03 3/6/03

2 . 0 0
2 . 0 0
2 . 0 0
1 . 0 0
1 . 0 0
1 . 0 0
4 . 0 0
1 . 0 0
1 . 0 0
1 . 0 0

306.00

371.00

2 6 1 . 0 0
1 , z06 .  00

621.00

6 , 1 3 0 . 0 0
70.40

344.75

zae.as

386.00

612.00

742.00

522.00
; , 206 - 00

621.00
6,130.00

281.60

344.75

288.85

386.00

1.00 8 3 4 . 0 0 8 3 4 . 0 0

8 . 0 0
2 . 0 0
6 . 0 0
1 . 0 0
1 . 0 0

PRDGO FLEX COUPLINCI

12 x 4 X 12 TEE

4 INCH PLUG VALVES

AIR VACUIM RELEASE vALv.v.

AIR RELEASE vaLvE

BERMAD NON-SIJEH caxscx VALVE 760-03

12 INCH QUIt FLAMES

12 INCH TEE

12 x 6 ECCENTRIC RIZDUCER

6 INCH BUTTERFLY vnr.vz W/

HJQNDWHEEL o rznmon

12 INCH BUMERFLY VALVB w/

tuunwazsb OPERATOR

12 INCH BOLT AND G\$KET KIT

6 :nor BOLT AND Gnsxsr KIT

4 Inca cAsKeT AND .=aoL1~ KIT

1: x 2 TAPPING SAO)LE

12 x 1 'rAppn4G SADJLZ

2 3 . 0 0
9 - 0 5
6 . 1 2

9 3 . 0 0
81 . 67

184.  00
1 8 . 1 0
3 6 . 7 2
9 3 . 0 0
8 1 . 6 7

J

Subtotal

Sales Tax

Total kxvaioe Amount

Pays:rt Received

C - o n t :  i r e d

C e n t  i n n e d

Can t  inned

C h e ck  N o ' TOTAL DUE C o n t i n u e d

1

www.¢h6ClGI0¢llil-9911* too-zzs-srrs

FEB

0nuuiil-4



02/'!§/2QQ.3_ 07:28 FAX 8239572389
r w ANIZQRA 441 m8;v_AncE LLC. Mona

INVOICE
ANI2ORA MAINTENANCE LLC

6503 N. we H AVE
GLENDALE. A2 85385-3323
823-937-2aas oFFice I FAX

623.694.0749 CFLLULAR

lnvoace NUM8ER: 03-012

unvolcs dATa 2I 4/ 03

PAGE: 2

SOLD TO; LITCHFIELD PARK saznvrcz COMPANY
111 w. WIGWAM BLVD.
sun:-: B ..
LITCHFIELD PARK, As 85340

sHip TO: LPSCO WELL 4-AL

Lpsco vaaanr. MATTHEW Nat 30 Dave

GREG R FROEHLING Hand Defliver 3/26/03 3/6/03

1.00 20 FT PC PC350 12 INCH DI PIPE 249.60 2 4 9 . 6 0

EQUIPMENT AND HARDWAIE FOR LPSCO

WELL 4-AL

LEAD TIME FOR SCME Ives MAY BE

As J;ONG As 6 Hams:

12,631.29Subtotal

S8188 Tax

Total Inv :ice Amount

Pays :rt Raccived

$12,631_29

Check No' T'OTAL DUE $12, 631.29

wnw.du¢ul4¢l¢ss.cum D00-245-5775 omnunwl
343



om amp via F.o.a. Tams
02/18/03 Origin UPON RECEIPT

Purchase omer Number Order one Sates person Our order Number
D2/18/03 ROB ZEIDLER C23-GDB

Quamnv
nein Num0€f Descnptlon Unit Price AmountR equlred snlppea 5.0.

Auaunr1om ¢ aw. MY
,-qwgo-yfgs,aA£* .-".... i13¢%_"

PO BOX 215

8ucl'gEyE_ AZ 85320

cH2olcE PUMP INC
In 8

1' 4

I

a*

1.
i\

_,J

-al

Invoice

i --
Customer No.: LPSCO

Invoice No.7 11647

Bill To: LPSCO
111 w. wiGwAm BLVD.

STE. B

LITCHFIELD PARK. AZ 85340

Ship To: WELL 4 AL

1 INSTALL 2 PATCH

255 & 338
3575.00 3575.00

1 1 INSTALL 1 PATCH

2/16/03
2400.00 2400.00

l nvoioe subtotal

Sales tax @6.300%
5975.00

baa ,88

Invoice total 5219.58

~+-4*
~-uq r '~*2\-5,*§lilHi\ig=_ MWwM , ;

;
Ja-8414a _L(91' * )

100- .
l -A

» - ¢ ¢ I l * l * - H - - 1  l » l6 ¢ 4 |

FEB



.NET 30 DAYS
MW'

20-MAR-03

CONDE SLUGA
n u

1 o f 1
v » .- ¢,. s

152045 RTC F . ¢,!..I
R Y

- 4

RTC AIRBORNE4 "Q

9 IPREPAID 19"qL "

e

36343372651- M18-FEB-03

1

2

n o t e

plea
PI'odl
Chan
THES.`
sTA'rr
LAW l

I. :'|I
»»<9}.

Q"
. i

*Q
*'l

2088G2S22A1
pressure
Ecce #
schedule B 9,c

4¥§

v EU
%""P¢""\

xX.
g
,I

#9
x vb"

§ &

Serial nos
0239883
0305RT12AA11
INTEGRAL MAN:
Econ #
schedule B# 90

/'
•

<

u.

*,
•9

9
Se
acts,

*
<9

i

fs.,
.zo.nooo. !I4r'§' ¢

»~°""1>°°` QSw, 5\ 9
r e quality of

to:
rsonprocess.com.
FOR USEz COMMODITIES Ann

as l

email comments re
services or pro

RM-customerFeedba¢k@
INTENDED WITHI I

ALL Expoars must BE MADE IN AccoRDAgc

Sub Total
Freight Charges
Tax '29

No of packages9 LBGross weight

original Invoice

I 1
EA

1
u

1
EACH

Roger

"HELD
a w ry

1

1,122.0

100.00

amount:

»

rITeD
U.S.

izn8 ) SI,303 .88

Rusemaunt Inc. l
42

,_.8'
. -Anna

i .}{»' \ ..go 9 :\ \ \
4 I I

1

t
N

!
W

FEB 24 zone

sivvlnumtuvalunn m

I an -ug  l a .
-1801 TedmologyD M ,
Eden pnluh, MN sss44 USA

. To. 1 lbs) swarm
Fax 1 (969)&&-8787 .
mu9|"M*MUUMU~*~"EU*""F'u*l 0m

INVOICE
i \ I5 - ~

i

. . .
I

¢¢.-un-. . .. . . . . . J  L /

' mule!
ws 18-FEB~03 1966586Bill To: ATTN: ACCOUNTS PAYABLE

LITCHIPIBLD PARK SERVICE co
111 W wrewnn BLVD STE B
LITCHFIELD PARK, Az 85340-4636
US

i  I

Ro8r~:mo0n'r INC
PO BOX 70114

cH1cAGo, IL 60673-0114

ship To: LITCHFIELD PARK SERVICE co
111 w WIGWAM BLVD STE B
LITCHFIELD PARK, AZ 85340-4636
US

.Susan
7194

1
1. 122 • 00

2
100.00

$1, 222 »  00
$13.45
$68.43

ufuuuwnuummvumanucanauuunsurunnnaurmuupuun.s1uuh¢myunnua»nm»¢oau¢mlnuum»naay .

nu14.a»a»fnguulu¢»u4¢lua»m1n»ullusuanqnmanuunurnuwul»ua»fs»f=u»n14uwnL

naununawmx

» rw» npuman¢°mp|u» mwu¢puuuum usn|u» 5.7m12u1u» |=uruwsranduu» A» =u¢

i t \ r

I



rmnnluul

NET 30 DAYS
Ei\P""
20-MAR-03

wlsu
CONDE SLUGA

rue

1 of 1

-
1 I

| 1 »
52045

I.4

RTC FACTURY RTC AIRBORNE

3634337265
1.

-FEB-03

1

2

not e

Plea
pz'ol
Cha:
THE.
SON
LAW

9026.20.0000

2088G2S22A1MSB4S5
pressure Transmitter
Ecce #
Schedule B#

9026.20.0000

Serial nos
0239883
0306RT12AA11
INTEGRAL MANIFOLD
Eccn #
Schedule B#

5:

:Se email comments regarding the quality o
ducts, services or processes to:
1,RMD-CustomerFeedback@~mersonProcess.com.
as COMMODITIES ARE INTENDED FOR USE WITHIN
'ES. ALL EXPORTS MUST as MADE IN ACCQRDAN1

f

Sub Total
Freight Charges
Tax

9 LB No of packagesGross weigh

Invoice copy

1
EACH

1
EACH

1
» Rose

THE I
'E wI'J

1

1,122 .00

100.00

lmQunt

INITED
'H U.S.

Sm,3o3 . ea
: w e

Rosen munt Inc. _
ah

ssvnIuvantuaunn TD:

Raman l l .
-12oo1Tadmoloml ume .
Edin Pnllll,in ssa44 USA
Ta. 1 (952) mom
Fax. 1 (952) us-ara:
E-mtl sr.nano-maauuu-nmfanucemasanrmaumun

1 I

FEB 2A 2m3__;.
. I .

f"/rI

INVOICE
1

~.I
---...~

. ` ..-

Bill TO: ATTN: ACCOUNTS PAYABLE
LITCHFIELD PARK SERVICE co
111 w WIGWAM BLVD STE B
LIra-nfIsrn PARK, AZ 85340-4636
UP

18-FEB-03 :mol 1966586

ROSEMOIUNT INC
PO BOX 70114

cr-11cAGo, IL 60673-0114

Ship TO: LITCHFIELD PARK SERVICE CO
111 W WIGWAM BLVD STE B
LITCHFIELD PARK, AZ 85340-4636
US

W
PREPAID AND ADD

1 1,122 .00

2 100.00

$1, 222 . of
$13.45
$68.43

l

»»¢u¢r»»»nu¢m»s»1un»»»lcunauwusuu-ma»nla¢°1u\upql.s»lul»mywul»»mnu»guua»mlnl»amlndey

nu-u.anaafngu1aual1»s\wu¢nvlunuuluusamuo»wmlnzo¢Lmur»lul»¢4l»a»rsleuan14nmu1
mullruanmu

wwmpm4uul»enn1pua1¢»w1u»umplmunquhmmun1sl¢u°ns,7:»a12almravlnursundu=u»Anu

47l113Tn.lil118



| §
| - | e :

*. ""'H'34= ¢ '°"'°'TlE§2!'§' 1 DAYS
A

1 . 4. 'J
. .//»

an
CONDE 8LUGA(623)93s 102(

nusurrmnu
PREPAID AND ADD curruaruan

:xi SHIPPING poln'r IIIBTAX
Y

D2/25/03

"on # E

Jule B# 9

»SI

2/25/03

cm # E

ile B# 8

of Rose

»

N THE uw
CE wlrz

Ta

$1,122.00

AR99

926.20.000(

$100.00

99

81.80.3091

aunt

TED
U.S.

a l 4.
I.

in

an 11

Y
_y

EmEIlison.
Pl'0C£$S Management

R-mulls.
1 aauoullms°~l»~~u
aunuqm uuassuzusn

.w\uuna»us=1lauulsa»-sw
0mu»u»us:1¢es2)a4¢1mo
m1(ss2)a4s-1m1

F a s  I  8 8 c 4 s T o M E n

A C K t L O W L E D G g M E N T
I : .

Acknowledge to :
LITCHFIELD PARK SERVICE co
111 w WIGWAM BLVD STE B

ship to:
LITCHFIELD PARK SERVICE
111 w WIGWAM BLVD STE B

Bill to:
LITCHFIELD PARK SERVICE
111 w WIGWAM BLVD STE B

LITCHFIELD PARK, Az 85340-4 LITCHFIELD PARK, As as34. LITCHFIELD PARK, Az 853

iwrnlnunsnannvnvnmnuvumnan
BERG, I<R1s'r1n

uuuweuanlumn

United States
IIIMITIAI.

y e s

:Lr
pal usournu aeuanun

sur MTF uannucs mamsanucz

1 1 2088G2S22A1M5B4S5
p r e s s u r e  T r a n s m i t t e r
CLIBY:Ref

1

E

Sche

$1,122 A 00

ship from: MINNEAPOLIS, MN
Ship via RTC AIRBORNE

Tag Calibration
0 t o 100

2 2 0306RT12AA11
INTEGRAL MANIFOLD
Cult Ref

$100.00

ship from:
8h1p

Tag Calibration

MINNEAPOLIS I
via RTC AIRBQRNE

MN

E

Sche I

please email comments regarding the quality
products, services or processes to:
Chan .RmD-customerFeedbaok¢Emersonprocass. c:

THESE
STATES •
LAW•

com»1oD1TIEs
ALL EXPORTS

ARE INTENDED FOR USE WITH
MUST BE MADE IN ACCORD

.222.00

1 A L/

L
w**°"°
4

\0cD- Om:- \\ 'Fl-oc:

\ o f <D1cJc>- H :59 -09

L.

page 1 of 1
3
E
i
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l

.

.

; \
0*a

PAYMENT

al /of
Him!! I

r .. »
nmaeuw

I
.5

s . »

l"'?TD FAY
-.3v . •G » 4

2;

J4,94<n'<>'

. 41 .
..»  ` .. :

-oéauw

I? . .s98

\

due 8t=counts sut5j6¢ t t(5.se.r-.

1.5% per month.-511896aixarga of
w!T#al1irr1@zm)-

.-
. ." 1  9 . . .

. =. . . ..

:» .

6666 BOX SPRINGS BLVD.
RNERSIDE. CALIFORNIA 925070736
(808) 656-B716 • FAX (909) 656-3867
FED. TAX l.o. 3amzss7e

WATEF MANAGEMENT SYSTEMS, INC.

1440::5200' -
. GAUGE, as,

275001107
SEPARATOR

77000011 OF
Sli'F'n4RéT(JI"¥

1 0 an B
¢ \. I W] V" 9&I DE

'Q

CUSTOMER
7 1 8 0

(80NF ÌRP1
NATTHEW

SOLD TO:
LITCHFIELD PARK SERVICE co
111 w. wrswsm BLVD., SUITE B
LITCHF'IELD PARK AZ 85840

; i ' n ¢l u d i n g reas onab le

F'O

TU ::
GREG

EA
pcs-1oo~H

Ea
2~1/2"

sHx9 VIA
FEnwEx FIT

FRUEHL IN

, z

a"'

L I riUir°r> is:

IN)/U

a

-1
W/12"

1
IAI/12"

2:

"5

IN/Cl

> l<* * *>K>k

1
wHeE :

WHSE s

1  D
U J I . . I S E K  O O O

¢

4

INVOICE

; 0
14 i

l l l . .

xi.

too

We

SHIP TU:
LITCHFIELD PARK SERVICE
4019 NORTH DYSART RD..
S..E. CORNER
AVONDALE

, .w' .

CA

* x x x *

1; nvo1:cE NUMI£¢EF: :
I NVO I CE DATE :

O' D

ORDER NUFIHER '.:
ORDER DATE :

SALESPERSSON :
cusTol~1ER HO :

. !Wu1cE.! -
-Lesa .D1'3COum1 s

.FRE IG:-gt1'
SALES TAX:

INV() ICE TUTAL :

,\

TERMS.
N E T  8 0

68'é§¢'1 -

;

. .

6,864_000

DAYS

I
m

00338873
01/180/03
0027
0002025

0029699...
O?/28/018

. .

oz 253218

(J

6,79¢s4.0o

66364.00

I N

l

¢ ~

4.

K i , g r  q a f a u l t p a g e r  .- w_w sane:  an cos ts  p f
J .  a t - »

14ail1geg... g ; a h a  a n  ¢ o b n . f r # .
: h a  s e l l e r  I n  t h e

m m s  o r o f
l m h un¢du6 . •ow

an l l

H

s

mAR-saxra

onsal.nAL' :

0

o

C

1



Wt arm

Ol3©[-30\\_//E
I II?

Appnov

AMOUN'

r 1unvunrr
-I

I 4 . J

ION

o 'go 4?
I

'1olmv 941 .61

comma
1

\ or 4\ an11 1
1 L.

SOLD TO: L1mmr;sm snngrrw. bonsai!!.
111 w. 'WIQIAH énvn. a I
sum B  . . . .
Lncnnun PBRIC, As qsa.4u..

ANIZORA MAINTENANCE LLC
Essa N. Sam AVE

GLENDALE, AZ 85303-3823
ego-asv-aaas oFFice /FAX

62a.4594.0749 CELLULAR

.4

> vs \ *:

4

. \

MP

4

INVOICE NUMBER:

INVOICE DATE:

4

INVOICE

a

PAGE:

3/14/03

03-017

w

LPSCO VERBAL MATTHEW G Net 30 MVS

GREG R FROEHLING Hand Deliver 3/14/03 4/13/03

1.00 FREIGHT FOR 4-AL PARTS 469.61 469.61

FREIGHT CHARGES WERE NOT ON THE

QRIGINAL INVOICE 03-012 AS QUOTED

FROM DMA Keenan.

0?,~V3>

Subtotal 4 6 9 . 6 1

Salgg Tax

Total Invoice Amount $469.61

Payment Received

Check No: TOTAL DUE $469.61

a

n~vw.chsdcsih41ess.com 800-245-5775

1

nvsvnnunn
1348
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AM

pAyuel~lr Ammo
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RovAI.
E 02/96 /4

mmmnw44, 3/3

CO
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an-

l*l"(29
A an

V ol lQ¢1-
l \

i 4v.v.:~;.?...,1 |

1 />=»

P'
9 9

I

SOLD TO'

'» ....

ANlZDRA. MAINTENANCE LLC
. _. ,. saps. sum Ave
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PALM VALLEY wRFI'=.
C/O LPSCO

I

D I

INVUICE NUMBER! 0 3 - 0 1 0
s 1

INVOICE DATE:

PAGE:

3/25/03

LPSCO VERBAL MATTHEW G Net 30 Dave

GREG R FROEHLING Hand Deliver 3/25/03 4/24/03

1 00 SECURITY cAGe: PARTS AND MATERIALS 826 33 826.33
6 00 IABOR 'ro INSTALL 65.00 390 00

2?

Subtotal 1,216.33

Sales Tax 100. 96

Total Invoice Amount $1,317.29
I

Payment Received

Check No' 1 O T A L  D U E $1,317.29

www.d1acka¢orless.com 800-245-5775 oununolaou-

r

13343

•

e

SHIPTO:
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1

•

•



E IM

IM MAppnovAI. 'lM""° ~
I- 3;'3,°".,"" F/ 1 r

T53"1°aao»119w> I 11653.sb
s

c
3suu hast Uamelback Road, #200
Dhnnr\'v Arivnnn Dcl*1G f ' :hf*

, \ .. .. .-. ¢- .

\

I

1

Southwest Ground-water Consultants, Inc.
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F
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MAR lllgnm
INVOICE

March 12, 2003

TO: Mr. Matthew E. Garrick
TechniM Services Supervisor
Litchfield Park Service Company
111 West Wigwam Blvd., SuiteB
Litchfield Park, Arizona 85340

SUBJECT: Airline Welliield Well 4AL
(SGC Project No. 675)

AUTHORIZATION: Mr. Matthew E. Garlick (Agreement dated December 4,
2002). Signed December 13, 2002

INVOICE NO: B.675-1

PERIOD : through February 28, 2003

Completed pump testing and downhole logging and sampling ofwell CAL. Initiated final
well report.

$892.50
$1,280.00
$1,495.00
$1,265.00

Senior Hydrogeologist (SN) 8.5 hrs @ $105/hr
StaffHyd.rologist (NM) 16.0 hrs @ $80/hr
Staff Hydrologist (VE) 23.0 hrs @ $65/hr
Technical Support (GL) 23.0 hrs @ $55/hr
Expenses:

Downhole logger ($3,066.5 + $2,785.00)
Field Equipment ($l85 + $84.5)

$5,851.50
$269.50

TOTAL AMOUNT DUE $11,053.50

V t J - - I n u . u . V u I i n H u `v v ¢ . . . } \ 7 \ J \ ) '1 L| | J4I

Prescott, Arizona
Phoenix, Arizona

l
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Page

1
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5201 WOODMERE DRIVE BAKERSFIHD. CA 93813-2770
(651) 834-8100

§oFn

DI

1
1

8

SOUTHWEST GROUWDWMTER
3 9 0 0  E  C A M £L B A C K  R D #200
PHOENIX , A Z 8 5 0 1 8 - 2 6 3 6
( 6 0 2 ] 9 5 5 - 5 5 4 7

*,@é

r -
8*

G
\ .

36539

330504
337004
331724
33174-

welenqo

.- .

SERVICE CHARGE
A . S C i  I  w s .  D A T A
SPINNER LOGS
D E P T H  S P E C I F I C

\

CK. NO.

DATE

PA I I

I

JOB LOCATION:

598

12/1 7/oz

SAMPLE S

D I S K

sourer/EsT GROUNDWATER
REQUESTED BT GART LAHRENCE
WELL #4 AC
LOC: sun a r r  |

(602)

NET

955-5547

nvouce no.

525.00
30.00

1111.50
175.00

30

. . .<

1

EL MIRAGE

.»:

0
0
0
0

3 6 5 3 9

. - .-»  z
zs;v=:11¢§!24r£.=;-

1 2 / 2 0 / Q 2

3066.50

525.00
30.00

1111 I 50
1400.00

use

o r a l

\

e pay from tins Invoice. Interest will be dzarged
foe ms o ' .
z #,%"vs"" 8F 88 é348 'z83  " '?8"  r t w or cz Aus?
8 TO BAKERSFIELD OFFICE**¥IN WRITING

sames

5

U/Zan£ We

I

I

E

I

t

3 0 6 6  5 04
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CHARGE TO:

Page

1 2

5201 WOODMERE DRNE BAKERSFIELD, CA 93318.2770
(661) 834-8100

1
12

DI

.SOUTHWEST GROUNDWATER
3900 E CAM:-:L8ACK RD #200
PHOENIX,  AZ 85018-2636
( 6 0 2 )  9 5 5 - 5 5 4 7

\

8

3

s

4

. s

. .» ..'K'T'l;l~"

v .
1

36540

(
I1
c
1 1.

$
1 .

I

av r * ~fa'~

330504
337004
331744

w elenco

24.7 :~
8,.a-

1 3 '

SERVICE CHARGE
EXCESS STANDBT
DEPTH SPECII-II C

<  »

CK. NQ

DATE

4

JOB LOCATION:

A I

12/18/02

TIME
SAMPLES

SOUTHWEST GROUNDWATER
REQUESTED BT GARY LAWRENCE
W E L L  # 4  A C
L O C :  s u n  e r r ,
( 6 0 2 ) 9 5 5 - 5 5 4 7

by
w

1-

NET

7

INVQICE NO.

5"5.00
160.00
175.00

30

AZ

,, _.

\~

0
0
0

36540

hW V\)l\..[./

12/20/02

5 2 5 .  0 0
1 6 0 .  0 0

2 1 0 0 I 00

uh aM°"'}§S18 ? go of 1v.%58'

» IN

a pay from this invoice. Interest will be charged on al!
m; .

*ANT ' 8  I N V O I C E  m a r
I W RIT ING TO. B4\K£Rsp11~:LD o1=rIcr,*#a=

2785.00

»

I

1

'I

940 you

J

2785.00

I



Field .Expense Report

Job Number

Job Name

3 o f f

444

Date

Client

/2/ /7 1' 12/ I8/0g

/ F540

MILEAGE
2 wheel drive miles @ $0.50 per mile = S/29

SUB-TOTAL $

69

4 wheel drive miles @ S0.7S per mile = S < 9 48

METERS
pH, Temperature, Eh

I days @ S25 per day = S

/*~
Specific Conductivity

days @ $25 per day = $

Dissolved Oxygen
days @ $25 per day = $

/25

Electronic Sounder
2 days @ $50 per day = $

I

Other

W e

per day == S SUB-TOTAL sdays S

25

SAMPLING EQUIPMENT
Disposable Bailers

bailers @ $10 per bailer = $

Decontamination Equipment
days@ $20 per day = $

Other
per day = Sdays @ S SUB-TOTALs W

185 oz,TOTALS

SGC StaffREMARKS

Project Manager

Southwest Ground-water Consultants, Inc.9
/W

r
I

|

1
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Field Exp else Report

Date Job Number 4 7 J "

Job NameClient

VIILEAGE
47 2 wheel drive miles @ $0.50 per mile = 5 , 5 4 / 5

4 wheel drive miles @ $0.75 per mile = S SUB~TOTAL $ 514/fb

JIETERS
pH, Temperature, Eh

. days @S25 per day = S

Specific Conductivity
days @ S25 per day = S

Dissolved Oxygen
days @ S25 per day = S

Electronic Sounder
/ days @ $50 per day 'up4-4- S

Other I
days @S per day = S SUB-TO TAL $ 5 8

UVLPL1;NG EQUIPMENT
Disposable Bailers .

bailers @ S10 per bailer = S

I .

Decontamination Equipment
days @ $20 per day = S

O thee
days @ S per day =$ SUB-TOTAL S

*__,,--

)MARKS

TQTALs 84573

SGC Staff //

Project Manager

Southwest Ground-water Consultants, Inc.

1

QW/
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DATE 0 3

Anzour41To pAv 4 2 3 ,  1 6 4 4 1

CODING

l ¢ r ; , ¢ m p » l l 9 ' I - o O Q 3> w x4 *

s
s

a

PG sQ>g 5?6? 4
GOC=DYE4R, 35838

CHZOICE PUMP INC

W 1
g ..

=*1 1
I
i

.
I

4
1

1 1
9

: '1 '|

| I
. 1

I1u

MAR ZBZIT3

"3

. /17 ... _ .
', II \

I i""a. 3 _f\

.J

I
I

Custom Er No..
invoice NO.

Invoice

Lp3f:o
11652

Bill To; LPSCO
111 w. wIGwAm BLVD.
STE. B
LITCHFIELD PARK. AZ 35340

Ship Tr( 'AELL AlRLINE #4 *v

D3/27/03 Origin UPON RECEIPT

D13/2 C23-DDS

27 41
10'»r.20.TAPER COLD MN PI PE 958913

PI£4 * l "!
44 8'¥1 15/16129 RH

IMMERCCILWJ MN
422 iii

5 1D"7ED' TAPER THIC s<vvALL PiFE
1,853 5313

M¥0l¢€ S'JD\CiI3i
1831-as %ea Q 5 8-80%

.='2857.=IlO

QS 1 .42

invoice Iota! 27168.48

V\rE AFPRECIATE YGUE C'C'NTi'\JUED PATRDNAGE

3I1¢>.1

3

12

Thank You

J
'To

F in

4215.32



000000 03/31/03 7075852 00

#111 1

aler
snwvn,

...

Phoenix Del1ver.y 03/31/03 Net 30 Days

BM
w

rnanuar
Na#uescnmwon

nunamtv
¢lHl\u£lEol

auntmo, Orvg "
IIIM.., "u".~._

\ * i i i & * £ i * h i h * i i i
* * *

ninannnnnnnnanh¢i4nannxaw
* i n

*mi
. .

. . . . . H 0 T EP  L  E A .  s  E
*-*** * *

* * *
.

l ***Call Condo .

.

w e
4623 I
935

257 2315
9367.

at
1or :ala

* mBEFURE deT'Iver3f
***.

***

* * *
* * *

* * *
v a-uf*** Do n9T de1 Dur

***ahwx Between

nu u. u... . ..u .. c ...
a.. ..U nu. Ia n. . . .u ..

am.

I ver in lunch hour
11.311 a. 1,01 pr

. u-*a-a+A-
kg*

.

v .

.

..

. .

¢

..1.
¢»»

.¢
.... . u... . i . . . Q....

* * w
A114aA411A£1A&aI1sal1a1a4a1a1AAnAannnnani*

*
*
I n v o i c e  F e HON STUCK HRTERIAL ORDERED BUT
CREDIT To BE ISSUEDLHHEH CREDIT RECEIVED FRDH

NUT neevsn
MANUEMCTURER

.

. . .. .. . . . . . . . . ... . . . .. . ... . ..<

. . . . . .. . . ... ..

. H .

...¢ I

1 0 2 1800.00
u.. . .

3000.00each
150PSI FLAHGEDI TUBE

.
. . . . . . . . "

. ..¢ . . 4

. ...

. 4..... n

2
METER GAL READ

42 0 PCS 347.60 waso. u .. .. .

.Egan collcsumrc .Renucsm 125#... . n .. .

23 g 0 PCS 832.77 o.oa
no. DI GL VALVE H/HANDNH£EL
. . . . n . . .. .n

. . . .

44 0 0 PCS 1 4 . 6 4
. . .

0.00
& PLAIED 8 LT PACK0 .

00s pos 3 6 . 7 5 0 . 0 92
PLATE9 BOLT PACK81

. n . .u
1. .... . . . .

.. . . .... .. . . .
.. .

7£0308N5
8 M 03
3812988
12xa
43D08FLH
8 FLGO
86FBpcIgg8K
8 CIFF GASKET 1/8
86FBPCI128K
12 CIFF GASKET 1/8

... . ..
5 zLikes Total

... . . .
T o t a l

. .. .. .. .....
3696.0&¢Qty Sh1pped Tota1

BILL TO:

s+41p TO:

CUSTJ:

LITCHFIELD PARK. AZ 85340

LITCHFIELD PARK SERVICE C0
111 w WIGNAM BLVD #B

LITCHFIELD PARK SERVICE C0
111 w WIGNAM BLVD #B

LITCHFIELD PARK, AZ 85340

l l

56490000

D a n a  K e p n e r  C o m p a n y ,  I n c .
W e s t e r n  I n d u s t r i a l  S u p p l y ,  L L C

I

1. Q'

I

r

APR .-

I

mEn}ilT To :
1
I

n

l

D a n a  Ke p n e r  C o m p a n y,  In c .
D e p t .  2 8 1
D e n ve r ,  C 0 80271 - 0281

INVOICE

Cont inued
Dana Kumar Co.,lnc./Wntcm Industrial Supply, LLC. standard terms and conddona apply. All turns must be approved and in full
saleable condition. Rotors will be subject to a restocking charge. Sorvics charges will be applaud to lnvolcn that an not paid within karma.

3an

near
If
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BILL TO:

SHIP TO:

CUSTJ:

LITCHFIELD PARK, Az 85340

LITCHFIELD PARK SERVICE
111 w WIGNAM BLVD #B

LITCHFIELD PARK, Az 85340

LITCHFIELD PARK SERVICE
111 w wlauAm BLVD#B

56490000

co

C0

Dana Keener Company, Inc.
Western Industrial Supply, LLC

--_*..: ,,,*,

neon'

31

i f
I

:

I

If
I

f=f~'
£ 18

r

Ana Kepner
_pt. 281
enter, C0

Freight
Invol Ce

80271-0281

Company, Inc.

c

M

In
Total

INVOICE

3652 QT

Last Page
.Jana Kepnor Co.,lnc./Wsstcm Industrial Supply, LLC. standard toma and condldons apply. All returns moat M approved ind In MII

xakablo condition. Returns will be sublod to a rutocklng charger. Sarvlco charges will be appllod to kwolces that are not paid within terms.

1 .
r

l

I
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Dana Kepner Company, Inc.
Western Industrial Supply, LLC

INVOICE

ll
cur,r= 56490000

SHIP TO: LITCHFIELD PARK SERVICE co
111 u WIGMM4 BLVD #B -7

REMIT TD:

LITCHFIELD PARK. AZ 85340

Dana Kep ler  Company.  Inc .

D e p t .  2 8 1
D en v er ,  C 0 80271- 0281

sou. TO: LITCHFIELD PARK SERVICE C0
111 w uIaAAt4 BLVD #B

LITCHFIELD PM K,  AZ  85340

L ast  Pag e
Dana Kepler Co.,lnc./Western Industrial Supply, LLC. standard terms and conditions apply. All returns must be approved and in fun
saleable condition. Returns will be subject to a restocking charge. Service charges will be applied to lnvolcu that are not paid within terms.

1

APR am
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41vn1z0410438u$ 1
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Total
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Invoice Total
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CUSTJ: 56490000

Dana Kepner Company, Inc.
Western Industrial Supply, LLC

£285 VS W i°'=4' i!
. _.... .* . . ,  . . . . : ."  g i:3:

I

I

INVOICE

SHIP TO: LITCHFIELD PARK SERVICE C0
111 w wIwAI4 BLVD #B ApRIl-(gm

.I*\éMIT TO:

LITCHFIELD PARK, AZ 85340

Dana Kepner Company. Inc.
Dept. 281
Denver, C0 80271-0281

.

BILL TO: LITCHFIELD PARK SERVICE C0
111 w WIGNMI4 BLVD #B

LITCHFIELD PARK. Az 85340

Last Page
Dana Kcpnur Co.,lnc./Wlstom lndustdal Supply, LLC. standard tum: and conditions apply. All rotund must Bo approved and In QW
sllolbh condon. Reams will be sub hr to a rutockmg charge. Service Marge: will be app rd to Invoices Wm are not paid whhln terms



Date snip via JOB re Joe SITE

Q 34

Purchase Order Number Qr~JerDate Sizzle Seitlnq

Od/22/03
ram re

Item Number D escrlptlon Ulf( knee Amount4

PAYIIENT Aumoneznnou
~"p"° '; I?14-» =r8b..Z~{

i 24 ¢ 3
::n1:uhrr°ro ,AJ  *Zz 3  ZN  I f

cooinG

' L
i w - o I197-o6 s 5 2 8 '

s

•

CHZOICE PUMP INC K

InvoicePO BOX 5757
Gooovema. AZ 85338 APR 2 3an

...C.TLlstorner No.:
invoice No.:

LPSCO
11665

am To; Lpsco
111 w. vv1Gw¢~m aLso.
STE. B
LITCHFIELD PARK. AZ 85340

Ship Tot

C23-008
AIRUNE #4

350 HP U.S. VHS WPI
ELECTRIC MOTOR

16855.00 15856.00

0.00 0.00
SIN 60402158090-100R

11 STAGE 12ENH
FLOWSERVE BOWL
ASSEMBLY

12100.00 12100.00

10" x 12" x 24.5 FAB.
DISCHARGE HEAD
WITH SOLE PLATE

4737.00 4737.00

£34/*'J" 540 Fr. 1/2 RED RUBBER
AIRLINE WI
FITTINGS

1170.00 1170.00

PIG AN) CRMNE TO INSTALL 5800.00 5800.00

Invoice subtotal
Sales tax @6.300%

40663.00
1665.15

Invoice total 42328.15

I

\

pr.

a

i
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Southwest Ground-water Consultants, Inc.

INVOICE

July 7, 2003
nun

TO: Mr. Matthew E. Garlics
Technical Services Supervisor
Litchfield Park Service Company
Ill West Wigwam Blvd., Suite B
Litchfield Park, Arizona 85340

SUBJECT: Airl'me Welltield Well CAL
(sGcproje¢¢ No. 675)

AUTHORIZATION: Mr. Matthew E. Garlick (Agreement dated December 4,
2002). Signed December 13, 2002

INVOICE NO: B.675-2

PERIOD: March 1,2003 through June 30,2003

Completed fined well report and submitted April 14, 2003 .

Senior Hydrogeologist (SN)
Staff Hydrologist (NM)
Sta1T Hydrologist (DH)
Staff Hydrologist (GN)
TechnicalSupport (SM)
Expenses:

4.5 hrs @ $105/hr
15.5 hrs @ $80/hr
o.5 hrs @ $65nv
3.5 hrs @ $65/hr
1.0 hrs @ $55/hx

$472.50
$1,240.00
$32.50
$227.50
$55.00

Reproduction ($84.30) $84.30

•

TOTAL AMOUNT DUE $2,111.80
I
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1
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3900 EastCamelbackRoad, #200
Phoenix, Arizona 85018-2636
(602) 965-5547 Fax (602) 955-7585

i

I

Prescott, Arizona
Phoenix, Arizona
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NOTICE: Ourpc';tors are under your junsdrctlon anflconrrol and will make every effort to
place materials where you, our customer, designates, but we assume no responsibility for
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Thayne Excavating id Construction Inc.
•

ROC License No. 162975
8337 W. Pierson St.
Phoenix, Arizona 85037
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NOTICE: Our operators are under your jurisdiction and control and will make every effort to

place matcrids where you, our customer, designates, but we assume no responsibility for

damages or Dela' Customer signature certifies job was completed in a satisfactory manner.
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Litchfield Park Services
111 w. Wigwam Blvd.
Suite B
Litchfield Park. Az 85340

PA . N\¢.9. l=¢A¢\%r_. Inn

Invoice ID: 100261
Invoice Date: 09-04-2003

Draw ID: PO CAL
Customer ID: LPSCO001

P.O.#: CAL

ume

191
.1

x @@4w 2
Job Location:

10-1480
LPSCO Litchfleld Park
Bethany Home & EI Mirage
Goodyear, AZ
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Description
Manufacture 8'X6' Slide Gate

Unit of
Units Measure

1.00 LS
Unit Price

2,300.00
Amount

I

A

- '*.:i\_L_
'P*:*ml»*lG

»

Amount Billed
Total Tax

$2,300.00
124.09

Retainage Held

I

Fm

DATE DUE: 10-01-2003 Amount Due
263 S. Exhlxlol Rnd v Hue, Arlzon 85210 v Ofllu (480) 969-4995 v Fax (480) 9694733

I n .

s

$2,424.09
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INVOICE NO.

17953

BILL TO

LPSCO
ll 1 w WIGWAM BLVD
SUITE B
LITCHFELD, AZ 85340

ATTENTION TERMS INVOICE DATE JOB LOCK°lTION P.O. NUMBER

Nd 30 5/19/2003 WELL CAL

DESCRIPTION QTY EACH AMOUNT

lMATERULLSON HAND
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CICE,

INVOICE TOTAL 543,320.00

D N D ELECTRICAL 4 INVOICE
1990 North Alma School #327
PHONE: (480)545-7006,
FAX 480-545-6228
CHANDLER, AZ 85224

f Rx .gag : cl 2 2583
\

1

Sales Tax (8.3%) $3,320.00



INVOICE NO.

17953

BILL TO

LPSCO
111  w  w i G w Am  BL V D
SUITE B
LITCHFIELD,  AZ 85340

ATTENTION TERMS oueaame 1wvaseanna JOB Loclfmon YOUR ORDER P.O. arlnaserz

new so 6/18/2003 5/19/2068 weLL 414.

D&8GRIPTI0N QTY neo AMOUNT

|4ATER|A|.S O|H'lAND

444

.n

1 40,000.00

?S? lo/£%c
cl<=4+11 C
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40,000.00VT
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Sam Tax (8.3%) $3,320.00

INVOICE TOTAL $43,320.00
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D N D ELECTRICAL
1990 North Alma s¢:l{bol #327
PHONE: (480)545-7006,
FAX 480-545-6228
CHANDLER, AZ 85224

Y l INVOICE

A finance charge of 1.5% per month or the maximum allowable by law whichever is gluier,
will be ass&ed ifpeymant isnotxecdvedby 'mvoicedue dime.
T E R M S  &  c o m m o n s

Thecusmmcragreathatintheevaztlcgal action isuecessarytoe8̀ ectoolleaion of the
account balance, the customer will now all casts of suit, including anomeys fees.
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INVOICE no.

17953

BILL TO

LPSCO
111 w WIGWAM BLVD
SUITE B
LITCHFIELD, AZ 85340

ATTENTION Terms Due date WIIWIGBDNISQ JOB LOGlkT¥0N YOUR Owen P.O. nuwsazn

news 5/18/2963 5/19/2943 WELL 444L

g£s~28£p1-mg QTY men AMOUNT

MATERIAIS ON HAND
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Sales Tax (8.3%)
$3,320.00
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D N D ELECTRICAL 'b
1990 North Alma School #327
PHONE: (480)545-7006,
FAX 480-545-6228
CHANDLER, AZ 85224

1'*
1 . INVOICE

A finance daaxgc of l.5%pcr month or the maximum dlowallmle by law whichever is8rea1er,
will be amused if paymcnt is nctxeceived by invoioe due dame.
TERM S & CONDITIONS

The customer 8g1=¢s that in the event legal action is necessary to effect collection of the
account balance, the customer will pay dl less of suit, including att0mcy's fees.
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DATE INVOICE s

7/17/2003 CLIP995

SHIP TO

LrrcH1=mu> PARK SERVICES
Ill w WIGWAM BLVD
LITCHFIELD PARK. AZ 85340

BILL TO

LITCHFIELD PARK SERVICES
1 ll w wIGwAm BLVD
Lrrcm=lE1.n PARK, AZ 85340

Tetanus st4¢pnA'rE

Dunonmedpi wwmnaa

QTY RATE DESCRIPTION Auoulwrr
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Thann lz ywout ia ry~oenrl : lmi1u l=u . Total $20,111

T & S LANDSCAPING SERVICES
. _|. _

P.O. BOX 1761
SUN CITY, AZ 85372-1761
623-930-0240
623-930-1502 FAX
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Invoicefo0%0\V§
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THANK YOUFOR YOUR BUSINESS.
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AMERICAN
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FROM 12/03/03 TO 01/02/04
X25062

DELIVERY OF 196 FT TEMPORARY FENCE AND RENT UP

0 0
r I/l()0

Request Date
12/04/03

:

Invoice D&t€s 12/04/03
Invoice # = 905162

sold TO: LI'1*c:H1?I1zI.n PARK slznVtcs co.
109 w nom:ysucx1.8
LITCHFIELD PARK. Az 85340

AMERICAN FENCE co OF ARIZ INC
2502 N. 27TH AVE.
PHOENIX, As 85009
(602) 272-2333

_1'"*"\www=~

Work Performed

Afr»~riv:nn Fwnv fT1:\ml\.ln,f
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nouwluol4.Lnvuaa» uAva

: -3
An\1;-fl¢:an Fvn¢:e.- ("n.nnsr=v. ifw-

Description

Customer P.O.

Thank You for Your Business!
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60%

1

Ship to: LITCHFIELD P~- -wJERVIC8 co.
N/E/C EL MIRAGE & BETHANY Hoi
pumps
PER MA'.l'IHEW
LITCHFIELD PARK, Az 85340

.Subtotal

Amount Due

Amount Paid:

Ship: X25062
Inst::  TA

TOIMONTH

INVOICE

Q

h - I - l

Ext .  Pr ice

~.' ..,4.

425.00

425 • 01

.of

p#oas:¢.- 'I89l'€2§Jlrd this .rrlv*c'n:¢ .r ;.».a,nrf¢nf '1u-s :wen :'rar:'¢~
oE1'Ac1l THIS PORTION ANDINGLUDE WITH pAvl\nEu'r

Customer #=
Order # :
Related PO:
BID/Plt :
Invoice # :

75169
1238913 BLSend your remittance to: (please notenew address)

American Fence Company
P.O. Box 19040
Phoenix, AZ 85005-9040

0101200
905162

For billing inquiries only, call 1 -888~691 ~4565. Amount Enclosed:
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Customer ID Customer PO
198

Net 30 Days

Quantity Item
)

¢

Unit Price Extension
3,650.0

PI~l

IL
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A

Auza & Auza Contracting,
1112 w Hatcher Rd
Phoenix, Az aso21

Inc . 1 Invoice
. a

Invoice Number:
1931

InvoiceDate:
Aug 14, 2003Voice:

Fax:

602-870-6679
602-944-0516

Sold To:
LPSCO - Litchfield Park Service Co.
1111 w. wigwam Blvd
#B
Litchfield Park, AZ 85340

Job Natncz
LPSCO - Well 4AL/9AL waterl ine
Inter-connect
Glendale & El Mirage Rd.

Payment Terms

1 .as
Description

Final Bil l ing
3, 650.00

484

4AL~ 9,4

o

u>.-
I

r

n

3,650.00

Check No:

Subtotal
Sales Tax

Total Invoice Amount

Payment Received

TOTAL

3,650.00

So

3,650.00

I



Description Unit Unit Rafe IQuan . Extension
24"1DlP LEM Lf 1s Q s
16" DIP LEM Lf 40.00s Q -$
12" DIP LEM Lf $ 32.00 40 $ 1 ,280.00
ABC Bedding Lf s 10.50 40 420.00s
Br DIP LEM Lf $ D 4s
61DIP LEM Ea »s Q s
24" Gate Valve B&C Ea s U -$
16" Gate V2IV8 B&C Ea s 7,150.00 ¢s
8' Valve Box & Cover Ea s 4s
6' Valve Box& Cover Ea s »$
16' Tee Ea s 4,100.00 in $

oLas Fawn12"45 Deg & 90 Ea s 525.00 2 s 1,050.00
I16" x 12" Reducer& F s Ea s 850.00 1 $ 850.00

Ea s $
2' Blow Offs 1 en & 12" Ea $ 425.00 s
Air Relief Valves Ea _s - ~.$
Road Crossinq Lf s 25.00 an s
AC R&R SY s - s
Barricades Sewer s. Water LS $ - -s
Removal of old 16" Butlerlly Valve & fittings LS $ 2,000.00 - s

SUBTOTAL WATER: s 3,600.00

MISC:

CommunicationConduit ¢$
2' DB 12O Conduit w/ Muletape Lf 0.65$ - ns
J Boxes Ea 50.00$ 1 50.00s
Survey LS 1.00s - s

$
SUBTOTAL ms 50.00s

TOTAL WATER & SEWER 3,650.00s

O Q

'I
~/

PROPOSAL

Project
Location:
Take OH:
Supplier:

Document:
Plans Rcvd:

LPSCO - Well 4AU9AL Waterline Inter-Connect
Glendale & ElMirage Rd
David
0
LPSCO - Well 4AU9AL Waterline Inter-Connect
07/11 /03

l Description Urn's

Waterline Instation

Quantity

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
18
17
18
19
20

SALES TAX 8.3 x 55% s 5.395%

TOTAL THIS ESTIMATE 3,850.00 I

1

§X1Qt1KiQll§

l



Customer ID Customer PO Payment Terms

198 03036
v

net 30 Days

Quarry Item Description Unit Price Extension

I

i 448:

¢
P

I...
I

z
wuuw- u 42~m!lL3849

9 9

10,448.4 10,448.4

9

"henge Order No. 1

.91mf

'MM hard
l

I
r

al l

I

. 1
Auza & Xuza Contracting, Inc .
1112 w Hatcher Rd
Phoenix, AZ 85021,.¢.

Invoice
Invoice Num ber

1956

Invoice Date:
Sep 5,  2003

Voice:
Fax:

602-870-6679
602-944-0516

Job Name:
LPSCO
9AL-4AL Well
We teel i ne

Interconnect

Sold To:
LPSCO - Litchfield Park Service co.
1111 w. Wigwam Blvd
#B
Litchfield park, As 85340

10,448 .40

10,448.40
Check No:

Subtotal
Sades Tax

Total Invoice Amount
Payment Received

TOTAL 10,448.40



7/18/2003Date: Job no. 03036

Job Name1'Location: 9AL-4AL W ell Interconnect Watedlne

Reference: Date of Existing Contract:

We hunky age to make the chango(l) spodmd bdovr

Unit sI  I UnltQuan |Desai n Extortion

Add:

LF150aI . - IEncr- Loeauon 50C0llG'UlU8¢DD01B'du6iO $7,500-

LF72u I 6 ;, .  l 3816"DlpD • nwasshcrt.AcMal was 80 $2.738

TO LFABC Bed dl u 18 | Extew6on $21z40I 2.95

so

TOTAL s $10,44a.w

Upon yaurnvvkvnndaaeqzhnccdthla Change Older,pl-u oxaauu name and nhlnihoyulloweopyforyouruconiu.
nnunmmcpuuueqnymnuz1 a|un»couu\cungnoiaurunn11;94|§.

NOTE: ThisChangeOlrlerheaon1espartdandincorllurn1anoawl¢hlhoexla!ln9conlr1act

WEAGREEhemoywnuk¢mu1ange(s)ened11e4auu~»auhlepdc» s 10,448.40

Date: wsrzoos Puwlous Contra Amount s

Authorized Signature David Anza

C0n\l'w\l:r

Rovlud Contract Total s 10,448.40

ACGEPTED- The above prices and spedications of
this Change Order are satisihciory ad are hereby
accepted. All work to be performed under same terms
and conditions as spedlied inordinal oontracX unless
otherwise stipulated.

Dale of Acceptance:

Signature:

4 :4 5.1» 8 aa3
994444164444
ape/a~f-MJs I*4ane4201

4.4

et . ' -1

Auza & Auza Contracting, Inc.
1112 w. Hatcher Rd., Ste. 2
Phoenix, AZ 85021
(602) 870.5679
(602) 944-0516 Fax

CHANGE ORDER No._1

TO.

LPSGO

Attn: Jim Suveus

111 Wwlqwam Blvd Suites

umame1a Az8sa4o

l

1



".=.Y a wM 2

IS, '~?2'0.ba

E PAYIIENTAUTHOR ON
A1=»pncv '7W¢WH»..» IT

=0sE5
AMOUNTTD sum

1

• Q IDo I

ooouua

¢'2-2- loo- ln-I
' A €a l

s
r

Date:

11111H111H

David w. Ellis, P.E.
Matthew E. Garlick
LitchfieldPark Service Company
111 Wigwam Blvd. Suite B
Litchfield Park, AZ 85340

Work Performed: Well site CAL

May 19, 2003

r ENGINEERING, INC.

CIVIL ENGINEERING • LAND 0Evaopuen1
sees E. Riggs Road. Suite sue, Sun Lakes, Az a5248-1404 » l4aol 89s0799 - FAX (480) 895-5557

4

I  N V O I C

Dl3©l3l]M13

...J

!m/\

SERVICE PERIOD: December, 2002 thru April 30, 2003

B&R Engineering Services - Task I I = $10, 100 == 90% complete

iv
$2,920.00

Landmark Engineering Invoices (attached) - Survey - Task I $ 1,920.00
S .._§40 OL*

I*fAL
Wright Engineering Invoice (attached) - Electrical - Task ll]

Nabar Stanley Brown Invoice (attached) - Structural - Task W

13381.69

300 no

ft

Sub-Total = $l5,780.60

KEIMBURSABLE COSTS $ 0.00

TOTALAMOUNT DUE THIS INVOICE $\51780.@
PLEASE MAKE CHECKPA YABLE T0:

B 8: R Engineering, Inc.
9666 East Riggs Road, Suite 141
Sun Lakes, Arizona 85248

Re:

L:un.Aw»u\wn~lwonD4pBc\1nv°i~=ms90o6J LPSCOWe1l4A.LDOC



E amp Via TermsF.fJ.B. I
UPON FZECEIPTI

IOr igi n

putCnése order number Sales Person Qur Qrclef number

ROB ZEIGLER C22-139
Quanta

Item number Descnpllcn UnN Pace Amount
Required 5.0.smnoeu

1

CHZOICE PUMP INC
PO BOX 215

BUCKEYE, AZ 85326

4 its no

DEC Q 0mz

__.j_1

' z
11
I

13

\
!
i .
Q!

I

Customer No, L P S C O

~11817

r

Sr

Invoice
I

IrI
I
I invoice No.

BU To: L P S C O Ship To: AIRLINE #4
' I  11  W.  WI GWA M  B LV D.

S T E .  8

LITCHFIELD PARK.  AZ 85340

II

1 FULL Ex l8T l  NG PUMP

T. V .  WE LL.

3000. 00

750.00

3000. 00

?5U.DD1

1 4800.80 1800.00

1

P ULL  WA T E R

SAMPLES @31 DI

& 356'.

W R : CO P A  T A X ODD DID

Invoice subtotal

Sales  [ay  @ 6.300%

5550.00

849. 65

Invoice t r ia l 5899.55

APPROVAL
DATE a l l a  3 / 4 2
A m o u ~ T 1 o  P A Y  * € 8 v < 7 . 4 s °

PAYMENT leA
? "°"

' C A L

Ro. 44:
I

I

C O D I N G

l 00 '@0 '>° l l ' 3C?~oz>
"ll-go

3 899 65

I

8fu@9""§; <3 L



one WWW r.o.a. I Tarns

12/8,132
I

Origin upON RECEIPT

u
| 1 1 r\I' *. a..  _ l _ D P¢!G4m II sf njgpbgf

w2s/02 ROBEIDLER czz-139

o rHIM ram NIIIIDH

I

ouenwon
I

pace Amman
I IRB 1.4 5.8m { 1

nI

Al» pnovPA ']'7'lo=1¢lAU.I" ,» ,l&E'L
DATE 11l?»SI0

m°um g¢99- éf

l I
2

n€c.23.21ae2 12:16pm w=aT*Ila2. INC I N0.9'53 P.2

1*

CI Invoice
CH2QiCE PUMP INC
PD Box 215
Bull<EyE, As sleaze LPSCO

11617

Bi! To: LPSCO
111 W. W1G\NAM BLVD.

STE. 8

LITCHf'1ELD pAR:-c. AZ ssa4o

Ship Tot AIRLWIE 4.

I
!

c ' no.:
";§v§3;N.

I

I
!
!
!
I

P̀ULL Ex» snne PUMP
I

1

1

1

1

1

1

T.V. WELL. I
I
I

3800.00

750.00

1ac=0,00

300000

750.00

1800.00

1 1

pau. WATER
SIAMFLES @310'

e. 3502

mnRlcopA TM 0.00 0.00

invoice sub&dl

Sake tax @8.380%

I

I 5550.00
340.85

Invoice Md 5899.65

I

1
I
I

I
I

I
I 4%

WGODING /

|00-0444!54-00 52'-v=i '=s̀

s

n

I

s
I

nvvrv-H "

I

I

I

II

f

as
I

I

o



[.3C.3 lt-2-=fl[l\\//E
9

0 9'>
\JDEC

amp \/la F.O.B. Terms

Origin UPON RECEIPT
purchase Qrder Number omer DateI Sales person OurUral Number

F
ROE ZEa DLER C22-189

Q u a f f
Item Number escnptton Llnlt Price AmountRequired Shlllpéd 8.0.

PAYIIENT AUTHOREA _

APPF¢OVtL | . 1 6 d - ~ »  , b i L ° F
UATE 01 03 av.

Amou»rrT0 PAY 8  l 6 1 9 M . §f

: \'&9<1Q>S3~
GODING
w1>~ 0Qo- n:,¢1~Qo

•
s

1

i

c'

InvoiceCH20ICE PUMP INC

Vu

PO BOX 21s
BUCKEYE, AZ 85326 Customer No.: LPSCO

Invoice No.: 11616

Bill To: LPSCO Ship To: AIRLINE #4
111 w. vvlGwAm BLVD.

STE. B

UTCHFIELD PARK, AZ 85340

__ _ ;

'I '1 0.00 0.30

1 0.00 0.00

1 .18182.30 13192.00

1 1

INSTALL 360' 18"

TEST PUMP. 300 H.P.

ENGINE & GE/*R

H643. PULL 12 HR

STEP TEST & 15 HR

CONSTANT RUN

TEST. PULL TEC;T

PUMP

law=~Rl CORA TAX 0.00 0.00

Invoice subtotal

Sales tax @ 6.300%
18132.00

7841.55

Invoice total 13928.55

CAL
11:

71390

8" r

.1

8
I

Q;



DEI! re I Val F.o.a. i Tame

12/23/02 I Origin upJN Recs! P*

OFM! numporch I |I :_ I 1*v under

w m a : ROB ZEIDLER C22-13g
'  |

man Number Desomtlan
l
I Pal¢ ¢ mnouni

. ¢ .O.d SMUre

PAYIIENTAUTHOREA
AppnovAI. ?'94aJ0&L-*,., 6 4
QATE I2/L!/0z r

A m o u u r r o f w v 1 61  1 2 Q, 9 f "

eoom a ._ s
lm- 0644759-od I /892655

4

DEC.23.2@@2 12:16pm P.3
K

I r40.9s3WIT*IRR» INC.

A F.

CHZOICE PUMP mc
PO BOX 215
BUCKEYE, Az 85326

invoice
€.,,.mg*f No.:

" T No.:
LPSCO

11618

Bi! To: LPSCO
111 W. \¢VIGW»°JvI BLVD.

STE. B

LITCHFIELDp.mRs<, AZ85340

Ship To' A|RuaE 44 g
l

AM
9.0. T? \3 o

I

1 1 0.00 0.80

1 1 0.00

1

!
I.
!

18182.00

I

0.00

-19182.00

1 1

INSTALL 380' 10"
TEST PLlvlP. 300 H.P.

ENGINE a Gem

l"ElnD. PULL 12 HR
s1~ep TEST a 15 HR
consT,4nT RUN

TEST F'U.L TEST

PUNIP

MARICOPA TAX 0.00 0.00

Invoice SJWIIUI
Salas tax Q 8.300%

18182.00

?d4.E5

[1-*11]¢g MG

f

!

I

1B926.65

I

<
I

I

I

i

I



rate snip V13 F.O. E. TEITU5

UPON RECEIPTIOrigin
»Purchase Order number Sales PEFSGFI our Order number

1150 ROE ZEIDLER C22-139
Quantity

Item number Description Linn F'flCE PJTIOUIT1Reaulrea Shipped B. o.

PAYMENT AnTI-lomznnon 4
a ,ba-.LJ¢

12134141
APPFI»OVAL

DATE

AmounT'ro PAY d'=;q7_ 48

GODING a
u>o~4:nv-:rin-oc> I  1 4 9 a

s

s
\ 51452.

CH20ICE PUMP INC
PO Box 215
BUCKEYE, AZ 85326

1 Q
an

41

" i
.I

1 ' 488!.1-af 511

O

c
8

I

» "-

27

I 4

*

Invoice
nu--4\ customer No.:

Invoice No.:

LPSCO

.1 1527

Bill Too LPSCO
111 vv. V» /IGVVAM BLVD.

ST E,  8

LITC'HFlELD PARK, AZ 85340

Ship To: AIRLINE #4

I

MOVE OLD PUMP
FRQM ,ISJR-I NE #4

TO SUN COR YARD

720.00 720.00

AT C.4I</IELBACK a

303.

0.00 0.00

MAR! CGPA TAX 0.00 0.00

Invoice subtotal

Salas tax @ 5.300%
720.00 .

29.48

1

1

1

1

1

Invoice total

Ana

749.423



I

1

100.000-1160-00
CW IP WELL

100-000-1159-00
CWIP NEW WELL

100-000-1158-00
CW I? »  CHu>RlnE

l00~000-I l56~00
CWI? - WATER

IDG-000-I 153-00
CW IP Indian School Ware

|

l/ I /02
I I8/02
1 I8/02
1/8/02
1/8/02
2/1 /02
2/ l /02
2/ I /02
2/1 /02
2/1 /02
2/12/02
2/I 5/02
2/15/02
2/25/02
2/27/02
3/1 /02
3/1 /02
3/1 /02
3/1 /02
3/1 /02
3/1 /02
3/1 /02
3/1 /02
3/1 /O2
3/5/02
3/5/02
3/12/02
3/12/02
3/12/02
3/13/02
3/13/02
3/13/02
3/16/02
3/20/02
3/2l /02

1/1/02
4/12/02
11/4/02
I1/21/02
I2/Z3/02
12/30/02
12/30/02
12/31/02

I/I /O2
2/7/0Z
2/19/02
3/!/02
3/21/02
l 1/4/02

12/31/02

x I1/02
1/4/02
2/5/02
5/2/02
9/12/02
11/4/02
I vwoz
12/12/02
12/26/02

m/02
I 1/4/02

1332221
I3 3 2 2 2 !
1332221
1332221
011733
131073-01
10440
11489
11483
003
26953
889926
82968
893671
892349
1332222
1332222
1332222
934-795658
973-572479
423-806468
218~78I344
13004
16635
895281
6
672-842743
934-661039
1332223
1332223
1332223
008
934.431424
11507

I34579
Water/Sewe
01 S533

01542605
004
1543223
1220800095
Water/Sewe

H616
H617
H627

02752377
02774257
2865995
02984559
Water/Scwe
03056303
10657
DEC ADJ

Water/Sewe GENJ

Am

PJ
PJ
PJ
P )
PJ
PJ
PJ
P I
PJ
PJ
PJ
P I
PJ
PJ
PJ
PJ
PJ
P I
P l
PJ
PJ
P I
PJ
PJ
PJ
P !
PJ
PJ
PJ
PJ
PJ
PJ
PJ
PJ

PI
GEN]
PJ
GEN:
PJ
P]
PJ

P I
PJ
PJ
PJ
GE NJ

`GENJ

PJ
PJ
PJ
PJ
G E N ]
PJ
PJ
G E N !

Beginning Balance
KELLER EQUIPMENT co
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
KELLER aQu1pmEt4T CO
cupp'5 INDUSTRIAL SUPP
SGUTHWEST FASTENER ,,
MATERIAL RESOURCES, 1
CHZOICE PUMP INC 1 TO
WAT-IRR, INC - TWO MEC
WIZARD ENGINEERING .
YARDNEY WATER MANA
HUGHES SUPPLY _ FLAN
LEGEND TECHNICAL SER
HUGHES SUPPLY
HUGHES SUPPLY . VAC
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
KELLER EQUIPMENT co
GRAINGER
GRAINGER
GRAINGER
GRAINGER
TOOLING RESEARCH, INC
PUMP svsT» 8ms,1nc v FEE
HUGHES SUPPLY . CREDI
WIZARD ENGINEERING .
GRAINGER - 20B HYP PA
GRAINGER 4 208
KELLER EQuIps~m~rr co
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
WIZARD ENGINEERING .
GRAINGEP. v TOWN WELL
WAT-IRR. INC - WELL 5

Beginning Balance
KELLER EQUIPMENT of
CWlP~NEW WELL
CONESTOGA-ROVERS &
transfer wells
Cl-l20lcE PUMP INC . TES
CHZOICE PUMP INC .. PUL
CHZOKCE PUMP INC » MO
Change
Ending Balance

Beginning Balance
HARRINGTON INDUSTRI
WIZARD ENGINEERING .
HARRINGTON INDUSTM
AUTO SAFETY HOUSE LL
CWIP-CHLORINE
Change

B°8i1\Ni118 Balance
Parsons Engineering Science
Parsons Engineering Science
Parsons Engineering Scicxrce
Parsons Engineering Science,
C W I P - W AT E R
Parsons Engineering Science,
PIERSON CONSTRUCTION
C A P  .  W A T E R
Change

Beginning Balance
CW IPJNDIAN SCHOOL w
Change

meer
Change

274.84
I27,020.00

130,692,12

560.68
3,021.74
3,021.73
3,021 .73
1_167,D0

29.89
388,74

1,886.72
15,543.47

360.00
5,646.10
1,934.32
2,388.60

585-GO
585.00

22,71 I .39
22,711 .37
z2,7x L37

877.71
614.36

l7.3 I
I .57

163.17
1,545.74

21 1.19

129.1w.11

18,926.55
5,899.65

749.48
94,910.20

2,007.04

67,327.48

491 .99
18.23

143. IN
7,974.43
7,974.42
7,974.42

197.76
X61 .94

7,973.68

4.719.43

2,530.89
240.00
82 I .48

I I I z7/06

788,10
1.526.80

590.80
491.58

127,294.84
143.506.35

21}.19
129,16071

69,334.52

2,007.04

67,327.48

67,359.85
67,359.85

16,211.51

7,121.35
7,121.35

585.00

161.49

-12,814.23

2.40i .92

67,359.85

~67,359.85

12,814.23

377745,93

25,575.68
25,575.68

~2,40l .92

'L 833.

8
i

I
\
K

|
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PARSONS s

IECMEHWE
x 7

2003 :l]v"\'A . 1

100 West Walnut Street Pasadena, California 91124 (626) 440-2000 • Fax: (G26) 440-2630 • w
rsons.com

I N v o I c E

NET 30 DAYS
novsnaazn 11, 2003

¢LIE1;IT REF.
mvorcm no.
PROJECT NO »
CLIENT NO.

Asnnnusnrr
03373265
738908
76876

LITCHFIELD PARK sznvzcs co.
111 w. WIGWAM BLVD. I SUITE B
LITCSDFIELD PARK, AZ 85340

ATTN: MR. DAVID ELLIS, MANAGER

PLEASE RHVIIT TO:
PARSONS WATER & 1nFnAs'muc11JRE INC
P. o. BOX 601053
IDS ANGELES, CA 90060-1053

FOR: czzaannx.  sm wczs
(AMGHINT AL HQRIZEDz $2s,000.00)
(AMOUNT BILLED 'no DATE: $25,148.30)

@<>oz>\lazLa UUAT£4a 'ITS # .;

0 3> -o ac(BILLING pERioD: 1 / 31 / 03  so u sa 10/31/03

CURRENT :muon
'nmouea 10/31/03

CUM I

HOURS

CUMULATIVE-'rO-DATE
mnoucl-1 10/31/03

»

L A B o R
Lanbor costs: 6.5 651.50 270.0 24, 357-_ so

O T H E R D I R E C T
ODCS without: markup

C o S T S
59.26 790.80

I
TOTAL THIS IIWOICE: 710 v 76

====-==-I

s

u 7/0

TO:

E81

t.

CUR.

HOURS

.



INVOICE no.

18235

BILL TO

I .

LPSCO
111 w. Wigwam Blvd., Suite B
.it h i  l d 9414

TERMS PROJECT

Due on receipt 18074

4

n

I w eI l l
I

.ml:
UJ .I Lull ll I . .

4
I I

I IU L
Ig

I

1

I

I

l
I
I

1
i
I

»

7/10/03 - Prepare interconnect water plan.

E

A

Atm: Mathew Garrick
'-:

Keogh Engineering, Inc.
1616 n. Litch5eld Rd., Suite
Goodyear, AZ 85338-1512
Phone (623) 535-7260

DESCRIPTION

F

i

3

I

I

,.

Interconnect Water Plan

RE:

""'*IVN--..

*

4

JUL

.
l
I

EUell=él`
i

5

> ; |Sim

I
g

!
i
i
|
F
I

I
I
3

!
I

1

.=
I

my :ru"

I
I

|. L
ll M0/2003

I

Aft/ 74
m47

AMOUNT

,F I7941.

.f
=a

Invoice

$1,715.00

1:7150F

1
4
1

;

- 4
1

_QQ

I

I
!

!
:

I

I

!

I
{
!I
I
1
I
8
:
I

I
:

I

I
1

. .- . . . /

I
|
!
I

i
I
I

1
I



Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ2
(Rate Base - Phase 1)
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THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ5
(Rate Base - Phase 1)
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. Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, w-01427A-09-0104,
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THOMAS J. BOURASSA
REJOINDER TESTIMQNY

December 29, 2009

Exhibit TJB-RJ6
(Rate Base - Phase 1)



Staff
Adjusted
Totals (1 ) Adjustments

Adjusted
T O I lDescription 5/8 X 3/4" "3/4 1 0 1.5

Revenues
1 Metered Water Revenues $ 6,347,481 $ 5,328,747 $ 11,676,228 $ 52,156 $ 3,288,564 $ 3,091,607 $ 463,037
2 Other Revenues $ 127,522 s 127,522$ $ 1,793 $ 74,129 $ 44,936 $ 1 ,490

$ 6,475,003 $ 5,328,747 $ 11,803,750 53,948$ $ 3,362,693 $ 3,136,5433 Total Revenues
4
5 Operating Expenses (2) $ 4,268,552 $ 4,268,552 $ 21,163 $ 1,398,089 $ 1,278,849 $ 174,245
6 Depreciation & Amory. Expense (3) $ 2,191,077 $ 2,191,077 $ 9,932 $ 692,862 $ 861,908 $ 88,127
7 Property Taxes (4) s 327,992 $ $ 327,992 $ 1 ,207 $ 88,180 $ 84,869 $ 12,284
8 IncomeTaxes (5) $ 449,7051 $ 1,949,419 $ 1,778,145 $ 6,541 $ 478,051 $ 460,100 $ 66,596

$ 8,565,766 $ 38,842 $ 2,657,182 $ 2,485,7259 Total OperatingExpenses
10
11 Net lncome (Return) 137,087$ $ 3,100,897 $ 3,237,984 s 15,106 $ 705,511 650,818$ $ 123,276
12
13 Rate Base (6) $ 37,218,182 $ 37,218,182 $ 148,885 $ 10,881,579 $ 10,472,958 $ 1,515,874
14 Return On OLCD Rate Base 0.37% 8.70% 10.15% 6.48% G.21 % 8.13%

Description 4.0 80 10.0 Hydrant Totals
Revenues
Metered Water Revenues $ 2,444,747 491 ,430$ $ 925,087 $ 10,486 $ $ 10,767,114
Other Revenues 4,789$ 172$ 16$ 8$ 188$ $ 127,522

$ 2,449,537 $ 491,602 925,103$ 10,494$ 188$Total Revenues

Operating Expenses $ 904,191 $ 133,299 305,560$ 12,050$ 41,107$ $ 4,268,552
Depreciation & Amort. Expense $ 470,323 68,814$ $ 152,384 $ e_7s8 $ 39,968 $ 2,191,077
Property Taxes $ 71,404 10,997$ 29,682$ 1 ,zoo$ 24,059$ $ 323,880
Income Taxes 387,101$ $ 59,616 160,916$ $ e,s0a $ 1301431 $ 1,755,855

$ 1,833,019 $ 272,726 648,543$ 235,565$Total OperatingExpenses $ 8,539,364

Net lncome (Return) 616,517$ $ 218,876 $ 276,560 $ (16,016) $ (235,377) $ 2,355,272

Rate Base $ 8,169,472 $ 1,215,215 $ 2,800,893 113,193$ $ 1,900,113 $ 37,218,182
Return On OLCD Rate Base 7.55% 18.01 % 9.87% -14.15% -12.39% 6.33%

Litchfield Park Service Company - Water Division
Summary Cost of Service

For the Test Year Ended September30, 2008
With Revenues and Returns Generated by City of LitchfieldPark's Proposed Rate Design

Attachment

Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8

Line

No.

Col 8 Col 10 Col 11 Col 12 Col 13 Col 14 'Col 15

15

LG
17

18
19

20
21

22
23

24
25
26
27
28
29

Line I
No.

1).
2).
3).
4).
5).
s).

Base data taken from ACC Staff Schdules JMM-W1
From RLD4, page z
From RLD-4, page 3
From RLD-4, pages
From RLD-4, page 5
From RLD-4, page 6
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BGURASSA REJOINDER
WATER SCHEDULES
(Rate Base - Phase I)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rejoinder Schedule A-1
Page 1
VWtness: Bourassa

Line
MQ*

Fair Value Rate Base $ 37,762,676

Adjusted Operating Income (25,294)

Current Rate of Return -0.07%

Required Operating Income $ 4,157,671

Required Rate of Return on Fair Value Rate Base 11.01%

Operating Income Deficiency $ 4,182,965

Gross Revenue Conversion Factor 1 .6286

Increase in Gross Revenue Revenue Requirement 6,812,522

Adjusted Test year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

6,878,709
6,812,522

13,691 ,231
99.04%

Customer Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseClassification

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch

Residential
Residential
Residential
Residential
Residential
Residential

$ $ $

Subtotal $

7,929
2,023,567
1 ,986,898

54,252
159,078
19,356

4,251 ,079 $

12,435
4,705,562
4,543,768

96,697
235,222
32,168

9,625,853 $

4,506
2,681,996
2,556,870

42,445
76,144
12,813

5,374,774

56.83%
132.54%
128.69%
78.24%
47.87%
66.20%

126.43%

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch
10 Inch

Commercial
Commercial

$ $ $

Commercial
Commercial
Commercial
Commercial
Commercial
Subtotal $

24,344
12,320
31,023
64,158

394,253
64,990
17,579

608,665 $

41,102
30,173
71,665

114,162
589,442
109,023
31,984

987,550 $

16,758
17,853
40,642
50,004

195,190
44,033
14,404

378,885

68.84%
144.92%
131.01%
77.94%
49.51%
67.75%
81 .94%
62.25%
0.00%

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch

Irrigation
IMation
Irrigation
Irrigation
Irrigation
Irrigation
Subtotal

$ $ $

s

1 ,076
36,970

151,173
148,413
908,626
104,340

1 ,350,600 $

1,887
82,693

311,412
263,770

1,510,681
180,937

2,351,380 $

810
45,723

160,239
115,357
602,055

76,597
1,000,780

123.57%
106.00%
77.73%
66.26%
73.41 %
74.10%

Hydrant
8 Inch

$ $ $
Bulk

108,568
403,707

115,392
458,658

6,825
54,952

6.29%
13.61%

$ $ 6,816,215
(1,528)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62

Subtotal Revenues before Annualization
Revenue Annuallzation
Miscellaneous Revenues
Reconciling Amount H~1 to C-1
Total of Water Revenues (a) $

6,722,618
27,680

127,522
890

6,878,710 $

13,538,833 $
26,152

127,522
(1 ,275)

13,691 ,231 $
(2,165)

6,812,522

101.39%
-5.52%
0.00%

-243.26%
99.04%

SUPPORTING SCHEDULES:
Rejoinder B-1
Rejoinder C-1
Rejoinder C-3
Rejoinder H-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rejoinder Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 73,705,658
9,027,020

$ 73,705,658
9,027,020

Net Utility Plant in Service $ 64,678,638 $ 64,678,638

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction

22,336,975 22,336,975

3,096,180 3,096,180

Accumulated Amortization of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes 8< Credits

2,238,022
188,053

2,238,022
188,053

Plus:
Unamortized Debt Issuance
Costs

Deferred Reg. Assets
Working capital

82,561 82,561

Total Rate Base $ 37,762,676 $ 37,762,676

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

SUPPORTING SCHEDULES:
Rejoinder B-2
Rejoinder B-3
Rejoinder B-5

RECAP SCHEDULES:
Rejoinder A-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rejoinder Schedule B-2
Page 1
Witness: Bourassa

Actual
at

End of
Test Year

Proforma
Adjustment

Amount

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 73,731,815 (26,157) $ 73,705,658

Less :
Accumulated
Depreciation 9,107,141 (80,121) 9,027,020

Net Utility Plant
in Service $ 64,624,674 $ 64,678,638

Less:
Advances in Aid of
Construction 24,583,673 (2,246,699) 22,336,975

Contributions in Aid of
Construction 3,104,068 (7,888) 3,096,180

Accumulated Amory of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes & Credits

68,685
21,451

2,169,337
166,602

2,238,022
188,053

134,528
82,561

(134,528)

Plus:
Unamortized Debt lssuanoe
Costs

Deferred Reg. Assets
Working capital

82,561

Total $ 37,924,592 $ 37,762,676

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTING SCHEDULES:
Rejoinder B-2, page 2

RECAP SCHEDULES:
Rejoinder B-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.1
Witness: Bourassa

Post Test Year Plant

Post Test Year Plant per Rejoinder $ 1,885,770

Post Test Year Plant per Direct $ 1,866,965

increase (Decrease) in Plant-in~Service $ 18,805

Account 320.1 - Water Treatment Equipment $ 18,805

Line
4_
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16

See Staff Adjustment 2 Schedule JMM-W5



Litchfield Park Service Company - WaterDivision
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.2
Witness: Bourassa

Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 - Other Plant and Miscellaneous Equipment

$ (41 ,971)
(31 ,158)

(5,750)

Increase (Decrease) in Plant-in-Service $ (78,879)

Line

M L
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

For related AIAC and CIAC see Rejoinder Schedule B-2, page 6

See Staf f  Adjustment 1 Schedule JMM-W 6 (f rom Exhibit MSJ Table H-1)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

Exhibit
Rejoinder Schedule B-2
Page 3.3
VVhtness: Bourassa

Capitalized Expenses

$ 1 ,114
1 ,380
4,823
4,072

307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd War Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well rehabilitation)
Total For 307 - Wells and Springs $ 11,389

331 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.) 8,600

Line

M
1
2
3
4
5
6
7
8
g
10
11

12
13
14

Total Capitalized Expenses $ 19,989

See Testimony



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Exhibit
Rejoinder Schedule B-2
Page 3.4
Witness: Bourassa

Remove Office Rent

Line

1
2
3
4
5
6
7
8
9

10
11
12
t o
14

307 - Wells and Springs - Suncor Development Company (2002) $ (7,072)

See Testimony
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Litchfield Park Service Company - WaterDivision
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rejoinder Schedule B-2
Page 4.1
Witness: Bourassa

A/D Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 - Other Plant and Miscellaneous Equipment

$ (41 ,971)
(31 ,158)
(5,750)

Line
FM
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Increase (Decrease) in Plant-in-Sewice $ (78,879)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Exhibit
Rejoinder Schedule B-2
Page 4.2
VVAtness: Bourassa

A/D on Capitalized Plant

Acct.
307
331

Decsrintion
Wells and Springs
Trans. and Dist. Mains

Dear.
Rate

3.33% $
2.00%

Original
Cost

11,389
8,600

Yr
Factor
0,375
0,375

Depreciation
$ 142

65

Increase (Decrease) in Plant-in-Service
$ 207

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3



Litchfield Park Service Company - Water Divis ion
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Exhibit
Rejoinder Schedule B-2
Page 4.3
Witness: Bourassa

A/D on Removed Capitalized Office Rent

Acct.
307
307

Decsription
Wells and Springs
wells and Springs

Dear.
Rate

3.33% $
2.62%

Oriqinal
Cost

(7,072)
(7,072)

Yr
Factor
5.79
0.46

Depreciation
$ (1,363)

(85)

Increase (Decrease) in Plant-in-Service $ (1,449)

Line

1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.4



Litchfield Park Service Company - Water Division
Test Year Ended September 30: 2008

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Exhibit
Rejoinder Schedule B-2
Page 5
Witness: Bourassa

Line

MIL
l
2
3
4

Deferred Income Tax as of Scntcmber 30. 2008 (Water and Wastewater Divisiuus\

Probability
of Realization

of Future

Tax Bandit

Deductible TD
(Tumble TD)
Expected w

be RealizedTax Valllc)4

Tux

Rail:

Future Tax Asset

Current Nan Curran!

Future Tax Liability

Current N00 Current
s

s 57,779,077 s (l5,446,36l)

5

6

1

s

9

10

x
s

Adjusted

Book Value'
133,532,393
(l6,929,695)
(lx,s01,142)
97,795,556

(29,326,533)

Plant-in-Service

Acc um. Depress.

CIAC

Fixed Assets

AIAC

Tax Benefits from bonus dept.

100.0% s
l0 0 0 %  s

100.0% s

(40,016,479)
29,326,533

9,838,658 5

38.6%
38.6%

38.6%
s

s
s
s

11,320,042

3,797,122
1s,l 17,764 s s (I5,446,36 I )

Net Ass cl (Liability) s (328,597)

Water Division dlocalion factor (I572Z9

Allocalcd DIT Ass cl (Liability) s (188,053)

DIT Asset (Liability) per Direct s (z1,-151>

l l

12

13

14

15

IG

17

l x

19

Z0

21

22

23

Adjustment to DIT x 166,6112..

24

25

26

| Adjusted Water and Wastewater - per Rejoinder B-2, page 2 (Water Division) and Rejoinder B-2, page 2 (Wastewater Division)

2 Based on water division rate base relative Lo total of both water and wastewater division rate bases.

3 Adjusted for post-test year plant (water and wastewater)

4 Computation of Net Tax Value at September 30, 2008 (Water and Wastewater)
Based on 2008 Tax Depreciation report (December 31, 2008)

s 71,524,6Z2

5,798,609
1,091,376
2,012,629

45,691
21,000

(340,273)
(l2s,4zz)

(38,250)
239,603
137,370

(244,958)
1,277,167

381,462

Unadjusted Cost per 2008 Tax Dear. Report
Reconciling Items not on lax report:

AIAC (post test year AIAC netted against 200s tax)
CIAC (post test year CIAC netted against 2008 lax)
Land costs not on lax, on books

Capitalized Expenses not on tax, on books
Organizational costs not on tax, on books
Prior Year Retired Plant, on books, not on lax
Plant Adds October to December on tax, not on books as of Sept 2008
Odor control unit removed from books, not removed from tax
Accrual entry not on tat, on books
AIAC timing difference
CIAC timing difference
2003 Plant not on tax, on books
Unicconciled difference

Net Unadjusted Cost tax Basis s 111,777,526

Proposed Rate Case Retirements

Proposed retirements AID at :ax rates

Net Reduction in tax basis related to retirements

(6331856)
562,33 l

s (71,525)

(463,401)
67,055

Aftilate Profit removed
Alliliatc AID at tax rates
Net Reduction in tax basis related to affiliate profit s (396,345)

Basis Reduction 2007 and Prior (from 2007 Tax Dcpr. Report)
Accumulated Depreciation 2007 and prior (2007 Tax Dept Report)

(2,849,349)
(B,564,437)

s
Bonus Depreciation Ccmnuxation Jan. to SeM. 2txl8

Bonus Dear. for 12 months c{l21lOX per Tax Dcpr. Report

Less; 2008 Bonus Dcpr for plant added after September2008

No! 12 months Ni Bonus Dear for plan( added from Jan. ac Scpl. 2008

Factor (9 months of 2008 or 9/12 or .75)

Bonus Depreciation for 9 months of 2o0m

s

14,407,232
(64,Zl 1)

14,343,02 I
(L75

(l0,757,266)

s
2008 Denrecialion Comnuation Jan, to Sept. 2008

2008 Tax Depreciation (l 2 Months) par Tax Dcpr. Report

Less: 2008 dept for plant added after September 2008

No! 12 months of dept for plant added Jan \o Sept. 2008

Factor (9 months of 2008 or 9/12 or .75)

Ta Dcprcciaticn for 9 months of 2008

s

1,x17,974
(5,137)

l,Xl2_X37
0.15

(l ,359,6ZK)

27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
i s
49
50
5 l
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

74
75

Net tax value of plant-in-service at September 30, 2008 s 577791}77

5 . .
Tax Benefits from bonus denrecxatlon

Net Income befog: tax s 89,674 (from E-2 fur both Water and Wastewater)

Add: Book Depreciation 2,553,660 (from E-2 for both Water and Wastewater)

76
77
78
79
so
XI
so
83
84
85
86

Less: Tax Depreciation and Bonus Dept.

Oct.-Dec. z007 (365,098) (from 2007 KAX repon$l,460,292 limes 3/IZ)
Jan. _ Sept 2008 (lz_I l6,894) (from above $10,757,266 plus Sl_359,6ZB)

Taxable Income /(loss) (9,838,658)S
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 4

Exhibit
Rejoinder Schedule B-2
Page 6
Witness: Bourassa

Plant Retirements

Advances-in-Aid of Construction $ (8,677)

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Constributions-in-Aid of Construction $ (7,888)

See Staff Adjustment 1 Schedule JMM-W6



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 5

Exhibit
Rejoinder Schedule B-2
Page 7
Witness; Bourassa

Reclassiflcation

Customer Meter Deposits (Meter and Service Line Installation Charges) $ 2,238,022

Advances-in-Aid of Construction $ (2,238,022)

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16
17
18
19

1Recorded Amounts per Books
8600-2-0100-20-2112-0003 Current Portion Long Term Meter Deposits

8600-2-0100-20-2770-0001 Long Term Meter Deposit

$ 140,000

2,098,022

s  2 , 2 3 8 , 0 2 2



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rejoinder Schedule B-5
Page 1
Witness: Bourassa

Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)

$ 437,861
42,242

209

Total Working Capital Allowance $ 480,312

Working Capital Requested $

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
Rejoinder C-1

RECAP SCHEDULES:
Rejoinder B-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Income Statement

Exhibit
Rejoinder Schedule C-1
Page 1
Witness: Bourassa

Test Year
Adjusted
Results Adjustment

Rejoinder
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rejoinder
Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 6,347,481 $ 403,707 $ 6,751,188 $ 6,812,522 $ 13,563,710

$
127,522

6,475,002 $ 403,707 $
127,522

6,878,709 $ 6,812,522 $
127,522

13,691,231

$ $ $
5,011

1.013,811
58,147

503,278
44,001

(20,309)
(305)

5,011
1 .013.811

37,839
502,973
44,001

5,011
1 ,013,811

37,839
502,973

44,001

(4,409)
12,469

2,378,567
14,317
28,365
10,647

151,879
95,469
3,319

63,662
70,000
80,837
8.548

2,287,267

12,469
2,378,567

14,317
28,365
10,647

151,879
95,469

3,319
63,662
70,000
80,837

8,548
2,287,267

12,469
2,382,976

14,317
28,365
10,647

151,879
95,469

3,319
63,662
70,000
81,664

3.264
2,291 ,982

(827)
5.284

(4,715)

$
$

373,338
(449,705)

6,757,892
(282,890)

$
$

6,870
164,523
146,112
257,595

$
$

380,208
(285,182)

6,904,003 $
(25,294) $

2,629,557
2,629,557
4,182,965

$
$

380,208
2,344,375
9,533,561
4,157,671

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Outside Services- Other
Outside Sewices- Legal
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
income Tax

Total Operating Expenses
Operating Income
Other income (Expense)

interest income
Other income (loss)
Interest Expense
Other Expense

(432,478) 4,119 (428,359) (428,359)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(432,478)
(715,368)

$
$

4,119
261,715

$
$

(428,359) $
(453,653) $ 4,182,965

s
$

(428,359)
3,729,312

Line

of
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42
43

SUPPORTING SCHEDULES:
Rejoinder C-1, page 2

RECAP SCHEDULES:
Rejoinder A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Rejoinder Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense Rejoinder
Adjusted
Or ig ina l

Cost
21I 100

Proposed
Rates

Rejoinder
Depreciation

Expense

1284,595
24,549,251 820,820

2,393,491 79,703

202,269
917,055

1,337,824
1 ,885,770

10,113
114,632
44,550
62,796

439,244 9,751

28,929,171
4,249,744
4,138,752
2,055,781

38,387
259,531
551,757

578,583
141,516
344,758

41,116
2,560

17,31 1
36,802

177,165
31,711
23,350

35,433
1,268
1,168

Acct.

.N.<L
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

119,710

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%

4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

11,971

TOTALS $ 73,705,658 $ 2,354,852

Less: A
311
331
333
334
335

amortization of Contributions
Electric Pumping Equipment
Trans. and Dist. Mains
Services
Meters
Hydrants

$ 12.5000%
2.0000%
3.3300%
8.3300%
2.0000%

$

$

15,219
2,854,613

151,402
29,899
52,935

3,104,068 $

(1,902)
(57,092)

(5,042)
(2,491)
(1,059)

(67,586)

Total Depreciation Expense

Test Year Depreciation Expense

$ 2,287,257

2,291,982

Increase (decrease) in Depreciation Expense (4,715)

Line

_ M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

54
55

56
57
58
59

Adjustment to Revenues and/or Expenses $ (4,715)

SUPPORTING SCHEDULE
B-2, page 3
B-2, page 6.4



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Rejoinder Schedule C-2
Page 3
Witness; Bourassa

Pl'oo€l'ty Taxes:

$

$
$

6,878,709
6,878,709

13,691,231
9,149,550

18,299,100

Adjusted Revenues in year ended 09/30/08
Adjusted Revenues in year ended 09/30/08
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add.-
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

94,101

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 18,204,999
21%

3,823,050
9.5187%

Property Tax
Plus: Tax on Parcels

363,906
16,302

$Total Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in Property Taxes $

380,208
373,338

6,870

Line

NO
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 6,870



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Rejoinder Schedule C-2
Page 4
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (827)

Increase(decrease) in Materials and Supplies $ (827)

Adjustment to Revenue and/or Expense $ (827)

Line

M
1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W16 Adjustment #3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Rejoinder Schedule C-2
Page 5
Witness: Bourassa

Bad Debt Expense

Normalized Bad Debt Expense

Bad Debt Expense per Direct

s 8,548

3,264

Line

1
2
3
4
5
6
7
8
9

10
11

12

Increase(decrease) in Bad Debt Expense $ 5,284

Adjustment to Revenue and/or Expense $ 5,284

13

14

15

16

17

18

19

20

SUPPORTING SCHEDULES
Staff Schedule JMM-W17 Adjustment #4



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 6
Witness: Bourassa

Normalize Fuel For Power Production

$2006 Fuel for Power Production expense
2007 - Fuel for Power Production expense
2008 - Fuel for Power Production expense
Total $

309
55,059
58,147

113,516

Normalization period - 3 years 3.00

$ 37,839Normalized Fuel for Power Production expense

Adjusted Test Year Fuel for Power Production expense 58,147

Increase(decrease) in Fuel for Power Production $ (20,309)

Adjustment to Revenue and/or Expense $ (20,309)

Line

FILL
1
2
3
4
5
6
7
8
9

10
11
12
13
14

15
16
17

18
19
20

SUPPORTING SCHEDULES
E-2



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Rejoinder Schedule C-2
Page 7
V\htness: Bourassa

Revenue Annualization

Reverse Proforma Reduction if Revenues from City of Goodyear $ 403,707

increase(decrease) in Revenues $ 403,707

Adjustment to Revenue and/or Expense $ 403,707

Line

M ;
1
2
3
4
5
6
7

8
9
10

11
12
13
14
15
16
17
18
19
20
21

SUPPORTING SCHEDULE
RUCO Schedule 4, page 2 of 15 Adjustment No. 1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 8
Witness: Bourassa

Chemicals Expense

Hills Brothers Chemicals expense outside the test year. $ (305)

Increase(decrease) in Chemicals Expense $ (305)

Line
n ;
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Adjustment to Revenue and/or Expense $ (305)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 8

Exhibit
Rejoinder Schedule C-2
Page 9
Witness: Bourassa

Capitalized Expenses

307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd War Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well rehabilitation)
331 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Eval.)

$ <1 ,114)
(1 ,380)
(4,823)
(4,072)
(8,600)

$Total Capitalized Expenses

Increase(decrease) in Contractual Services - Other $

(19,989)

(19,989)

Adjustment to Revenue and/or Expense $ (19,989)

Line

FILL
1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16

17
18
19
20
21

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3



Litchfield Park Service Company Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 9

Exhibit
Rejoinder Schedule C-2
Page 10
Witness: Bourassa

Remove Unncessarv Expense

$Meals and EnteNte Exp cost for the DBack game

Meals and Enterta BALANCE DUE FOR 2008 XMAS PART
Meals and Enterta DJ SERVICE - XMAS PARTY
Meals and Enters For Holiday Party Dec. 2008
Meals and Entert: Catered Lunch
Total $

(6,400)

(953)
(495)

(4,959)
(412)

(13,219)

Water Divison 4-factor allocation % 24.14%

Increase (decrease) in Contractual Services - Other $ (3,191)

Line

N.;
1
2
3

4
5
6
7
8
g
10
11
12

13
14
15

16
17
18
19
20

Adjustment to Revenue and/or Expense $ (3,191)
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Litchfield Park Service Company - WaterDivision
Test Year Ended September 30, 2008
Adjustment to Revenues and Expenses

Adjustment Number 11

Exhibit
Rejoinder Schedule C-2
Page 12
Witness: Bourassa

Interest Svnchronization

$ 37,762,676
1.13%

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense $ 428,359

Test Year Interest Expense $ 432,478

Increase (decrease) in Interest Expense (4,119)

Adjustment to Revenue and/or Expense $ 4,119

Weighted Cost of Debt Computation

Line
M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Debt

Equity

Total

$

$

$

Amount

11,506,844

53, 361 ,545

64,888,389

Percent

17.74%

82.25%

100. 00%

Cost

6.39%

12.00%

Weighted

Cost

1.13%

9.87%

11.01%



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 12

Exhibit
Rejoinder Schedule C-2
Page 13
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

$ (738,835) $ 6,073,687Taxable Income before adjustments
Adjustments to taxable Income
Taxable Income $ (738,835) $ 6,073,687

Line

N &
1
2
3
4
5
6
7
8
9
10
11
12
13 Income Before Taxes $ (738,835) $ 6,073,687

Arizona Income Before Taxes s 6,073,587

$ 423,215
6.97%

Less Arizona Income Tax
Rate =
Arizona Taxable Income $ 5,650,473

Arizona Income Taxes $ 423,215

Federal Income Before Taxes s 6,073,687

Less Arizona Income Taxes $ 423,215

Federal Taxable Income $ 5,650,473

\

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

$
$
$
s
$

7,500
6,250
8,500 Federal

91,650 Effective
1,807,261 Tax

Rate
$ 1,921,161 31.63%Federal Income Taxes

Total Income Tax $ 2,344,375

Overall Tax Rate 38.60%

14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43

44
45
46

Income Tax at Proposed Rates Effective Rate >$ (285,182)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rejoinder Schedule C-3
Page 1
Witness: Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
31 .63%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

Gross Revenue Conversion Factor1
Operating Income % 1 .6286

Line
No.
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rejoinder A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

COMMODITY - DEMAND METHOD FUNCTION FACTORS
Plant and Depreciation Expense Allocations Functions

Exhibit
Rejoinder Schedule G-7
Page 2
Witness: Bourassa

Total Demand
0.90
0.90
0.90
1.00
1.00

Commoditv
0.10
0.10
0.10

Customer

0.25

1.00
1.00
1.00
1.00
0.75
1.00
0.75

Line
No.

1
2
3
4
5
8
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Description
Wells
Pumps 8. Equipment
Trans. & Dist. Mains
Structures 8< Improve.
Land
Customer
Services
Meters
Fire Hydrants
Transportation Equip.
Office Furniture
Communication Equip.
Water Treatment Equip.

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

0.25
0.90 0.10
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Litchfield Park Service Company - Water Divis ion
Test Year Ended September 30, 2008

Cost of Service Study, Using Commodity Demand Method
Development of Class Allocation Factors

Exhibit
Rejoinder Schedule G-7
Page 3
Witness: Bourassa

COMMODITY ALLOCATION FACTOR

Meter Size
5/8" X 3/4"

3/4"
1..

1 -1 I2"
2"

Hydrant
4"
6"
8"

10"
Totals

(a)
Total Gallons
(in 1,000's)
In Test Year

13,649
1,042,724
1,009,774

164,274
866,848
32,587

126,502

Percent
of

Total
0.38%

29.22%
28.30%
4.60%

24.29%
0.91 %
3.54%
0.00%

8.457%
0.290%

100.00%

Meter
Size

5/8" X 3/4"
3/4"

1-1 /2"

Hydrant

5"
8"

10"

Totals

Number
of Meters

and/or
Services

219
9,055
5,489

182
585
23
21

Equiv-
alent

Weight
1.0
1.5
2.5
5.0
8.0
8.0

25.0
50.0
80.0

115.0

Percent
of

Total
0.64%

39.83%
40.24%

2.67%
13.73%

0.54%
1 .54%
0.00%
0.47%
0.34%

100.00%

301,780
10,338

3,568,476

DEMAND ALLOCATION FACTOR
Equivalent

Number
of Meters

and/or
Services

219
13,583
13,723

910
4,680

184
525

0
160
115

34,098

2
1

15,577

CUSTOMER ALLOCATION FACTOR SERVICES ALLOCATION FACTOR lb)

Number
of Meters

219
9,055
5,489

182
585
23
21

$

Install-
ation
Cost
445.00
445.00
495.00
550.00
830.00

Meter
Size

5/8" X 3/4"
3/4"

1 -1 /2"
2"

Hydrant

6"

8" (C)
10"

Totals

2
1

15,577

Percent
of

Total
1.41 %

58.13%
35.24%
1.17%
3.76%
0.15%
0.13%
0.00%
0.01%
0.01 %

100.00%

Meter
Size

5/8" X 3/4"
3/4"
1 ..

1 -1 /2"

Hydrant
4"

8"

10"
Totals

Number
of

Services
219

9,055
5,489

182
585

23
21

0
2
1

15,577

1,670.00
2,330.00
2,330.00
2,330.00

Weighted
Number
Services

97,455
4,029,475
2,717,055

100, 100
485,550

0
35,070

0
4,660
2,330

7,471 ,695

Percent
of

Total
1.30%

53.93%
36.36%

1 .34%
6.50%
0.00%
0.47%
0.00%
0.06%
0.03%

100.00%

METER ALLOCATION FACTOR lb)

Meter
Size

5/8" X 3/4"
3/4"
1 ..

1 -1 /2"
2"

Hydrant
4"
6"
8"

10"
Totals

Number
of Meters

219
9,055
5,489

182
585

23
21

0
2
1

15,577

$

Meter
Cost
155.00
255.00
315.00
525.00

1,890.00
2,545.00
3,645.00
6,920.00
6,920.00
6,920.00

Weighted
Dollars

of Meters
33,945

2,309,025
1 ,729,035

95,550
1 ,105,650

58,535
76,545

0
13,840
6,920

5,429,045

Percent
of

Total
0.63%

42.53%
31 .85%

1 .76%
20.37%

1 .08%
1 .41 %
0.00%
0.25%
0. 13%

100.00%

(a) Includes customer and gallon sold annualization.
(b) Meter and Service Line cost from Arizona Corporation Commission Memo of February 21, 2008

from Marlin Scott, Jr.. Meter costs based on compound meters. Cost of service line and
meter is based on costs allowed for a compound meter installation.

(c) 8 Inch customer(s) expected to leave system. See testimony of Greg Sorenson,



m
(D

-©2 N
*U N

E

f\(ON
N
<rm

<.o
go
|\
of
(D
LT

(D
| \

CO
O
<r

O)
"q
1 -

ea

LD
l\
<4
©mv-

LT
<r
(D
o
of
N

LO|\ m
'Q
o

LT m m
°2 co co
(4) o 1-
N

gr)
Q
no
N

8.--<rEv
U)

1-
mo

he 69 ea

.C
w
ea

.. 8 v'

L.. P  -  W (Y (W 1-
m o
E N
Q N
<4
w
3
O

o3nwm©oo 1-mo/~c>
<6c5<r./\1\co<r1\
<n<'><Q<n
1 - N W

<r
N
U)
co
of
1-

LO
<1?
(")
N

°9
LD
o- cu
5 w'u w
"' E
o 8m

bi.- as8'-an
£ 895urn:a§ he

(\|1"

N1-
U)
GJ

.g
4-»

of
au
Q
~4~
of

E

E of 8 cm
E E

aE 2-1
>~'6 x, Lu

r-
v-
+
co
1-
+
LO

E3
E

E Hg cm 8
o

4"\1'-
+
(*J
P 2

c

o I

m

82:

0
C
_IV
GJo
a
G)
VJ
°5

2m
E

cm
w

.E4-1

_vo
pa
o
L .

q)
.Q
E

z
'u
so
N
TI
C
C
<

GJ

.QO: :_I
89
<\l
Q

\

1-0_
LO
\ -

c-o
go
>.E

U O
. g i -

E8
"E
"E
9;

a
*=§s 8-'a .g

> U p
o _vo

.§8868

$832
9 3 8 0 2
. E E *as £46

88080U)

28338
ml-IJ>~ c

. 8 0 3 5 U -
' i > " " 8 o a
444 ._
' A g ' - -» -" '

E ac
"<=:-5

o

8
'_-

a>
UP
m
a
6
(D
.cf
o
W
E
8
LLV
V)
GJ
w
C
G)
Q.
x
LU

Qas
Eo...m5
O

cy
G)

(D
L:
_I

. co
c

, i i  9o Lm
o

C

2
as

a>
3
c

L.wua>
E
u
2
w
>

5'
UJ
LwQ.

G)
>
m E

2 .9

8E.3'83'§E .EcnLuLu.°

* E<0

93GJ
E
'uCa> cu

w wm G)
m w 8

q>EBG.)CU)
-l-c5

Co 8>-
c m E t
3 0 " '
13.4 2
n : E o n . _

U)
3

E
GJ
E
Q
.5
U
Q)
as

'8 <0
X m
cy x G.)

>

G) 8
E  _o. 8 cy

'5
| -

ea
E' 11
m vo
.c E
O m
a "5

a>

w E
o  2

8
Uo
jg
8
'u. .
Cas
E
9
8w
1
q)
c

= 2m an
s. Cr
w \-
a 8w
UP 2m w
.: 8O

m
UP
10
.c
u

a
g Q

w4-1
'U a:
c  E
so ofq)C If)

5 5
8 E

8
m 8
(D up

w
UP
as
.c
o

<6
g

3
o
`U
c
W / \
an 2

_ oE U

._ A C
c 84:

L89m
8 =°
3
g.\_ .to
2la
3
o
c

. c
P :

5

3 34
.§_° '-5
Wmc'0 3 2 3 3

L ""&8»o m
' E > > 8 E3 ~»=

04) (85

> v o a : .8_2~
@ 9 9 5 5

3882298
u E o o o 8 E

.5

q) .o o n<*a<rm<o1\3 z N M ¢ W ® N W $ of U) o 1- N m <r LD (01" v- N N N N N N N



o

of
N
'Q
(O
(D

LD |\
'~ Q

mm v'
o
v

r- v' of LO r-- c~': T\ ~¢

Mn' <\i r~$ Lo 6 'J Cd of

1- (\l (0 I*-

o co no m Lm v' N LT

v- N of |\ N <r /\ LT

N  v '
N  oLD '-
F LD
v N

l \_
of N (D g

8 8
O

°?
CD
GJ- cu
3 en'u w
a> 9
.c 3
(D O
L. m
m as

.- 8:E an

.: .... o15
x a> m .-
up as Q. E he e9<~/ae9e9e=><-/=>u9ee

Q~fz=fzQQQ<=:Qv-\-C\ll~D@(OLf7O\-¢\Im L. o
SO ;;
m (5
E  o r

N N N N N N N
E QQQQQQQQN o nn m uw m m m m mn
W m

. :
= o
Q10 as he et 69 he he ea he

o

§ 9
:Q
>

Q c o § l °
E

I

s.,
s 22'50

§8 8
3,,E_9
>~§'6'°9g e o m

wee
EYE?
O 0 ' E

s 98
E338

O r bow"
' uwav >-

m 'o
x as  .3 E
8 >- m "6

3 98
E * z
.c
o

_I

c
.9
'8w

cm 3
4- D.
o  E
*  ow

o

m
U)
(U
a.

5 <9
<2 <9
v- _
T " 3

...C
a>c
oD.
E
o

a>

|_

in U
N Q) CD ~4-II .Q

was
m a:

UJ
<9
m
<

O
D
z
<
E

m .c a: m a> m
E  2  2  2  2

.c .c .c .c

0'8»c

4-1

No

0 l_l_l

n ° \ _ *
~2 n.0

c E vQ g E' E

M oZ.:
cw QE()
L N _W >: ._

m 'a r o f :o no |-
q) .
_E au - NK W W K DC DNM_ , z

'u
5  E

ea .QE 8 m
3
'5 *E E .c >
U) C
E
o

q) m-
m~ ea

m w
w
¢̀€ o_ 3

X

o  ' Uc  c
E

of  D

mg
m

3 8 asU

G) ®..-
cu 2  " '  " ' 5 an

'u .: .c E
8 o .cc o N oC ;  c L:  r :E

\ ' oL ; an...
2 2 2 2

u
E t _ t o o
8Q;t- c

n m n n c o l ~ a o o » o

KD

m



F of
N
*Q
to
co

<9l\ l*-
Q
LD
v*

N
<4
o
v

NN
'c LTc
m 2;
E v_
a> coo

LO
N
I
Cal LO

w-_
cu

~<r

69

v-
\

l\
co
(\|_
N
<r
m

of
m
<1
w
of
q-

co
| \
1 `

O)
o
<r

he

U)
v*
v"L. \-

G.) <1-`
5  < r

h e

' o
1 0
| \
< 1
( D
m
W

co| \ o'>
e t
o

0)

m
no
9 4

a )  c o
. 2  NE  N

m
( D

v9'm
(\|co
<*>

v '
c>
o
v

' u
C

3 a
. c

8 o

N N mu m ¢v)(\1Y 93Q9Q;9
o o v u eo so o o oo
<1-cooow neo8 \-n<">83_°n_

1'(\l¢ ')

c o

<5
G)- cu
3 vo

2 8
Q 3

o
6 m

4-4 6). -  c. o . 5 , , , a >
x x v . _
Luring

E15
m

8.8cn5
Ia he ea ea he vo he he he <-A

/̀

824
:x V
O

commLO O l\ Oll
<n~.<'z<Qcoovozl\CO'¢<'
<1°°<'z°2\- m y

vNOJ
wof1-

|\
~.
coN

L o538a>asgr:

Q LQ *Q O. Q Q Q O. Q
v- 1- N LD of co LO O o

W C\} LO ®

he

m
of
<o_
of
N

o f  a c
o  f \  c o
Q 1-'
of  oo"9
OF c o  o
F LT
N  ( * )

NNNNNNNNN<1j<j<1j<l-.<l; <q<r.<r.E o o o o o o o o oEv-<r<r<r<r<r<r<r<r
LD

e: 8''U ..
o  m
E <9
E
o
o

(\|

2*
.C
4- d
C
o
E  E

Q  E
Lm

w Ia he he he he he he he 69

N»  8 E
3 N mm D O

8"o

~E8
Ge

r--.
Cal

/`
of

~~ 8m
E

m

x  8 . .
E>-V0

Q
E
3

:J CD

'U

2
.8 16
M 2 9
> 'U5 =8

EE
;g~

' 5 . _  c

€8v 3
E'Et§=~<>=o$° 0Ev"

.§\833

$8.83'sv-z
3

o
u *s
a> 3in o
"6 O
%o
O

o
N
Q

q)
E'
IW

m
m
cu

o o

>~8
' ° o-o-4 L.

w
m
an

E
OB§<=
E

c
cy

I... L...
_- GJ (D

c
a><n<-*'">

® € . * °  a >
8 gmQ. __
9-o

g \.
G)

ala: a>a>a><1>(n... <4 4-» ¢-4 --1a-l44E i i o c o w w g g m£ £ 2 € § § E

._
8

'Q',.<a
an = 3
o z s o
a > - "6»-
f : . n  8 8

§ < » =
>'c 2°5v

E msg
` E , ` Q : m

.9.,, 5 3 > 8 8
S c `A c w82 M

0.500
's 9 °

§ 4 § = ° ~
g o W M I D "

._ z- 0

w § -° 8&v 3
u E E EJQ E' E v

" ' W 3 " o _ ~ 2

" 2 . 8 § 3 W  8 -
we 8 8 8 2 9 6 - €
l.LlQ.EI-(Do<lJJoEl-w

Q .
3 § F N M ¢ W @ N ® ® F F 1 - F

w
G)

8
>a>
M

My:
3oa>_Qc

mg
°'§o.-
£ 5
38Q)
M . :

< 9 w

. S_)b>*G6EC
. c . _O mc, A..G)
E E an

\ . / w e - 8 _ _ 0

w s E 2 8
a>*"a>

©l \ @ O I ; Q - ( (q l _ n ( g l \ w Q 3 0 _
\ - \ - \ - \ - N N N N N N N N N N M M

Q C

m >.
.8 'u
8 'u C
E 'u E .c

G)
a
v s
G)
C

G)
. Q
e
G)

o N m v LO
v-

- O O 5 -
c C C Q C Q Q Q Q Q Q
°9.i5.*.-
§Lo<~o\-<-c\|<*>~<rcooo



8
m
Qcov

cor\ co
n.
LD
v'u

<4
of

m
q-
Q
N

c v <9
1- l\ ¢*>
N Lf) 1'-
(") N v-
(D 1' LT
LQ <'z N_
m N  co
1-

v-_
m

aoncnc>n<r¢v>l~o>
=n¢~4 oo<onv-<'>n_>~E-¢\lml~n<roo<on.oz Q-¢\l(")N(\l

'EE 1-
° .E
5 2;a a>

m w e o v c o
a o o o o r ~ r ~

m- -'Q°Z°'°
o cs - c o wWmnca (D
8 ¢ Q m < 3 4=E>-nnn l~m
n.n¢

°9
o
a>
3 8
U vo
ca (0
.c 5
w O
ET m

m

. _ . - an.c-°  U75
X GJ N *W M ; ea <49 ea he ea 9-> <=9<=9<='9'=6e9eneeuae9

6_9w
a r m
§ ¢ r

Q  "E  *Q  Q  Q  Q  Q  O .  Q
v" '  i -  N  LT  o f  © LD o  O

1* C\I LT ®

888<r 9 o

o|-

oooococooouocoooao
~.~.~.<~!~.°!°4°€<~!E m sn m nn m m nn m m

w
M g

2
3N
n¢

9
'U
o
E
E
o
o
w.c

ofofv N 8
'~ Q

. Q
<0 8q) OF (D

v*
cu M au '

N
4-1 .

co> LD
m
Rf I a

he he 9 he cm Ia 69 619 en

m,_ o
q) O
+4 N

Q  o

o
E
Eo

CO
>
'o
G)
GO
>
o
u
2

weD.£2 m
3w
o
o

.2 8
2  c  D
ea LU

m

o

2
8 a
:Z 28'>8598°

E
m _Ia

go
."'8-'g
9383

ET
o 3'°-=00900
¢'uS"8
0 '5

m - . 1

E w e
$ 8 . 8 8
5 * 2
'E
o$1
. J TO

oo

D.
0
cm o
v o -o  o

E

'o
c
N
E
0
D
'u
nu
4:
E
o
w

._
G)...
G.)
E
. c
o
E

o
G.)
E
o
w
.c

a>
gm.C
O
8'Uo
E
Eo
O
av
s
'U
£2o
2
'5
<.>

w

o

4'-4
m
C
_Q
m
U)

(D
m
c:

E33
L.
GJ4-vGJ
E

U)
m
o
o

' u
.9
o
a>
TO
O E

of
Lr>̀

E
3
.E
C
E

KD
>
o
q)

GJ
Q.V
GJ
E'
(0
.c
O E

»>"~:
GJN§§ '"

\._ g. 1... s... s.. (IJ

o w4-4
o

G)
cy
Mr

Q>
| -
2
m
_c
w

8
c
0)
E
9.3
U
asor
q_)
3
c
q)
>
q)
Mr

o
o 8
(_) 823 38

m
c

.Q
To
(D

Zi'
28o
E
Eo
O

4-4
c
m
E
Q
3
U
Q)
f r
a>
3
c
G.)
>
a>
M

an
2*
go
8'
' c
o
E
E

8
"E
' U E

8 ;
o
o f

3 5
.c

§§'
.45
m G)
5 8 3 3
Q 8 9
L n v q y g

E"'° ¢

E 3 8 - 1 :

§'n:¢\ -8
§ "'2

E r - B m

q)
4-1 C
C
o *5  m

8
If)
...
C

2
(0
.2
3
U '
LU

o

G)
.Q
E
:J
z

Z*.c-»-»c
O
E
'Um.-3Q.
Eo
O

._

~: x.
cy $ E m w m m w "44*¢+ - ¢» - I4 - U)

w  c  a s  m  w  a x  w g
§ _ c . c § E § § § § § _ €
s_c8.C"'£ .C£ £ £ 0
m _ - u n o o o u o c

E m m v w w v o w
°a'3 an <r C 2

CD
C

9'u
8

8an g
o o
I.. N o .c
2 8 88 8 W -
E 2
m 3
- o

.8 9 388°
¢ ._,,,
d ) - 5 5 0 o
E c h o

w E r E

O O O ! -

J 8 F | n w m o m m Q : n @ ¢ @ @ @ @
1- r' 1. \ v-° 1- 1"-

o v- N (qN N N N <'\-OlDI\CDCDO1"(\l(*)<'U'>LOl\®
nnnnnnc~'>m<*><*'><*'>c~'>mmm



65
as § w
07:1 : -

av | * c* *

3

St w

GJ

a:
no

m
m
o

n m N tool~u> ¢*>ol\v o>oo1.r><'>ol~ caomcoovov3n3Q44<5w4Qn3QQw4w §Q QQw
,,,oo>oocol~mo~4-¢f>noc>mv-oovoool~¢o\o :no-o!l~¢o

g,~,;ausuauuuuus=-,:""" FNM$9N®ON§
5.0

(W
o:s

W m N M W © W Q v M ¢ © ¢ v N O ¢ N O N W M F N M ® W v
-~v~5<tQ<Q~°Q'fzw'w<'z°>~fa°° .N4NQWQQ'N94Q9QQ O v v N N M W W © N W O F N W Q F W Q F N M W W N
l_80<l-vw-<1-~¢v vw-<1-wrwn-mu>Lnl.n\r><o¢o¢ol~l~oouoo>o

0 wu,

CD

bi

¢onco ocowoo o <~'nnl~o>o>o>oocooooor~l~¢o¢omv m v m m w m © n m m F m m m F m m v > m m
£O(\|CD 9'O(.Qf")C3LOv"C")<.OWOC")(')<l̀ |-DlDl\l\O7v-C\IW'L0

CO
Cb
2
'o 82 cm
o Q3o
q) Mr:lc

: - _ 8494:¢rg» = 3

'Q up

8*'8 (0
8 (0
E 8oO

woamoacammaaoaoacaoacaoaoaa>o>c>c>c>o>o>c>o>c>a>o>o>

.clOc#
a>

.o_

E
<n

q)G)®WW®®®COCO®WWW@®®®®®@WW®©®W®
cw i g

Of#

o>o>o:c>cao>o:c>o>mc>o>o>o>a>caoucaouoooaoacnoacwoucw
._¢s<sd<sd<sd<s<sd<s<sdd<s<sd<sd<sd¢s<s<s<s¢sd

c
o cm

oE
2m.c
8 o <49

a > N N N N N N N N N N N N N N N N N N N N N N N N N N N

we.
° -1:E "U,,_u'>mLo\ou'>Lou'>momr>Lo\nLou'>u':LoLoLoLou'>u'>\r>w>LoLonoLr>Lo

GJ

wE3-,¢3,... W $ F ¢ N O M © 8 N 9 F N M G W O W O W O W W W W W 9

3d é nv6nd é d 6nd <nd é 6d d d d 4d 6s é d
o vnr>¢ .ohooc\-<\M~c>n<r|- 1-v-F\-1-\-(\l¢\l

ea

<~'>Lncooco|~u'>cf>-ovm-ooo|\o>on<~ou'><.oc>nLnoo\-

Ov'\-v"\-f'\-v-<\l(\I<\IN€">¢'O<'
8 3 8 '1

o.2
cu

o GJC 3
8 8

(0
a>3
c
G)>GJ
GC

-QoEEoQee

I 41444-QQQ QQQ41m wQw~QQ4QQ

E
gr

WE
'DoQ Q...

:s O E
Dao'°G>1_o3 8 3 0
£ 6 2

¢ q O._

2.9.9-81•ea.:
°%§3
o m _Be

url-LIS-'0I 80.E
S Q *
;>-
U .
w*8° '
BI a6§

8 ;
(5
as

#4-
.c
o
:°:.'
_|

>E@@@@@@@m@@@@@@@@@@@@@@@©@@@E 3¢\*)(q<")<"(q¢¢¢v)(v)<v)(¢)(v)<v);q(19;v)(9¢v)¢q¢q¢v)¢q(r)¢v)(v)¢9<v)<q
E.-
O C

E d d d d d d d d d d d d d d d d d d d d d d d d d d c ir v r v v r v v r v v v v v v v v v v v v v v v r v v

1.
2 mcu w

o o o g g o c o o o o o o o o o o o o o o o o o o o
-fofofiwl-lu§<5l€c6c:l§6<\f<Fc6dc5\nldL6ciu6d6666c5

As
L
a>
.Q
E
3
z

E

EI

C
E:soO

up .
o o n<~'><r=ncol\ooovo ¢\l(qq"--0¢01\



(\I<OCJ€')*O)l\L0¢*)\'C\l¢DOW'l\v-O>OIJO\-(\I(\IW'lOCO@OIJ
tn
G)-' (0 .<*5¢66i-$ddr<dl6§'o5<6°idl6<*§¢\ioi\-1dd141-r5¢~6\Jd8523ig§§88$8888888555' v m m v vwmomm

m 16wcw;o
3~ 3i3§ 0

'5 or
Q,

O°5

he

in NWWNCBCN WNMNWQ n o oo eo v- n eo v o N
- ° 8 Q n 9 Q 4 w 3 4 w 4 Q 4 1 § 3 Q v w 4 w 1 4 4 w 3 °82,091-1-(Y¢*)988M@©WG01-N@¢3(VlD&FN¢*)®@N
o cu g eo eo co co co ca c o ¢ o ¢ o < o ¢ o l ~ l ~ l ~ l ~ l ~ o o o o e o o > c > o o - n

ow

q>(D
G.)- mu3 wU m
2 E
Q) O,_ m
°° as

4§ a>.c --_ u75x ea<5 §LIJreD.

1-4 E (\|
o

(D
G.)

8'
38
E
88O

<onao c r o w n s o m1nl~o>c>o>aoooeoool~l~<ocou>

¢Q~.°Q<:Q<Q<'z°z .'1<'2<Q°QQ<'z<'z1~Q<Q'wI °z-~.<n~f2
o n¢~o¢~'>w-1-:o¢ol~ooc> moo v n o w oo ou m8 ° PP :FFFNNNMMVVWE

woooococooooocaooocooooooooooocooooocococooooooooooocooo
I- _ _ _ _ _ _ _ _ _ _ N _ _ _ _ _ N |\

(5
049

Q)

<vo
E
(IJ

l0gq¢v)¢¢')¢v)¢q¢v)¢~q¢q¢v)¢lr)gv)gq¢v)¢q¢q¢q(v)gq¢q¢v)¢q¢q¢r;¢r)gl¢q¢v)

0 8 2
One

E'o 1:-
O

8o
3 o '5  O
45 N

Q)
E
_g
m.c
8 Gee

9888838888888888888888888888
5888888888288333888388888888

SL' 4;qnqzqrqcq¢Q¢q¢q¢Q<q¢Q<q<o¢o¢q¢q¢q¢q<o¢o<o¢q<Q¢Q<.o¢o<o¢ocu nnnnnnnnnnn¢-i¢\innnn¢~l'¢\io~innnai¢-i¢\i<~iE E N N N N N N N N N N N N N N N N N N N N N N N N N N N¢>.c
D he

U'
o GJ

cya 8 q) .cE 4-4 -o-4 4-4 n l n o o V N C UJ CO Q ID w m a : c a d - c a v c a c a c a o a o a m8 Q 4 Q 5 N 4 4 Q 9 § Q Q N 9 4 Q W N 9 9 W
<ol~ooo ¢ '5 l -054 ¢~f>oo<'>oonl~6>nv¢oooo c>¢'>l~n

GJanw *
C ea

m m
GJ
:x
C
G.)
>
Q)
ac

8oEEoQw

I

m < o ° ° $ 8 ° ° ` 5 3 8 ° 8 g 8 $ 9 8 r ' 2 e o o - < ~ o < o o > ¢r>$
n* t <Q . . - - - - - " " ' ¢ » 5 u i t < o ~ v ° ° ~ F m
F ~ m m m : N * * §8 3 8 $ m w ~ m o m @ W §0

(D
*Ecu >-
35 *g3 l~
5;.co E

E
2°
8: vs

.9 15w
_>_ sDm 8

a
£69
>

m
cy° %3

O(D'U s .

8" 2
z 8 .

(5 'E0 6 8
g m
.88cyQ.5

84-1 8 8
of
(0

> E @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @ @E 3(v)¢q¢~q¢~q(v)¢q¢qg9¢v)¢v)(v'>¢v)¢-v)¢v)¢v)gq¢\r)¢~q¢v)¢qp¢)¢v)¢v;¢v-)(v)¢q¢-q
E
O__
E  5 4 8

6 6 6 6 6 d 6 6 6 6 6 6 6 6 6 d d 6 6 6 6 d 6 d 6 d d- E E N N N N N N N N N N N N N N N N N N N N N N N N N N N

:_
o

kJ.. O o o o o o o o o o o o o o o o o o o o o o o o o o o
o o o o o o o o o o o o o o o o o o c o o o o o o o2

(5 N

§ 3

o o o o o o o o o o o o o o o o o o o o o o o o o o
` o i < "§v l 16<6 l €c 6c l i 6n l v l c 6 . d u 6 c i u d d u 6 d d d d d d1- \-1-1-1-®(\l¢\l¢")(*)<"¢l0¢DI\®C>Q

1 -

AI
.L
G)
_g
E

z
CEEoO

3

it

9

up .
O o (\l(*7W l ~ 0 L O l \ C 9 C D © nc~>~=ru'><o1\



3

:|n|- gl-83
6 o
Q,

w
:s
c
m
>
G)
Cr

:SmC+-I

qgq-gq ecol~¢o<-eo c><oc'>or~o¢*>c0 oomc><~f>1~ mQQQ§ nQ444w3 QQnm Q459Q QQ3w
838888888$$$$$$88@8EV FNMWNQ:
\. O

w

Wm"* u .ddm` l .ldl.r§ 'Nodddnidddduid 'd .6¢s~'3 3 8 8 8 o o o 8 8 o o 8 o o o w F w n n n 5 m mmo
OW"

¢-A

'n9'lDT\U5\-¢\l9'\-f)l\CX)C(')LOO(")LO9'(\IC®©O'C(D(\l®9'
Q)...,ClD(\l®LO\-l\<*')O3lD(\l<l'(DO)\-¢')<'l-DLOCDI\@CD\-<")9'§O

o

9.C

° ?
<9
G). - cu38 8
. c <2

8(Das m
'°<~'>3

iv...x cu-uJnca3
Q
GJ

G)

8'
U)o a>

E
E .c
O

cooloo o n o v o m m n o a m m o o w n n c o c o m

cqqaqw-_Q<qm_q .-<'z<Q°QQ<'a<'zt~fz<Q'wre°z-~.v~fz
N FFFFNNNMMWWWQ

N N N N N N M N N N N N N N N N N N N N N N N N N N N

GJ
o an

C
o.J 2
(D O w

8 N N N N N N N N N N N N N N N N N N N N N N N N N N
. N n n n d d n d d d d d n n & d d n d d & d n d n d d
a > N N N N N N N N N N N N N N N N N N N N N N N N N N N

c
o

o
O

as
soon aooooooooooocooooo of§ 6 8 4 m 8 m m m m m m m m m 8 8 8 8 8 m 8 8 8 8 8 3 $ 8D.:

3 <5 E "o(qI ; O
>. m
C Q +4

98 -o-»
cy

'Ucm
Ea>.c
D 094

mooooooooooooeocoooeooocaooocooooooocooooocooooooooooooo
°><Q<Q<4<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q<Q©.<=a<Q<Q<Q<Q¢Q<Q
noo<*>of:mmmmmvammmofummmmmmmmmmmmmm

-m°z°Q<Q~c<'z-1°e°Q<Q<t~.°z<Q~.°z~fz'w°Q _F_  . vs .<*z<Q°z
¢~o 1n|~o> c o v c o o o o m m o a m z o o m l~c> ¢~f>l~n<oovSWWW¢ElDlOlf)\D@¢D@¢ONNWM8FNI;l~DNONlDN

E
E'N

8 2
_en w e
> 4-1
Do u g ;

'58D.
0.°3.3o 0
ma§,..,°=
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Litchfield Park Service Company - Water Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 3
Witness: Bourassa

Present
Rates

$
$

20.00
40.00

(b)
50.00
65.00
25.00
5.00

20.00

Proposed
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 25.00
$ 5.00
$ 20.00
1.50%

(d>
$ 40.00

(f)
3.50%

$
$
$
s
$
1.50%

(d)
$ 40.00

(f)
3.50%
see H-3, page 4

at Cost at Cost

Line
No. Other Service Charqes

1 Establishment (Regular Hours) per Rule R14-2-403D la)
2 Establishment (After Hours) per Rule R14-2-403D la)
3 Re-Establishment of Service per Rule R14-2-403D (a)
4 Reconnection (Regular Hours) per Rule R14-2-403D (a)
5 Reconnection (After Hours) per Rule R14-2-403D (a)
6 Meter Test (if correct) per Rule R14-2-408F (c)
7 Meter Reread per Rule R14-2-408C (if correct)
8 NSF Check per Rule R14-2-409F (a)
9 Deferred Payment, Per Month

10 Late Charge
11 Service Calls - Per Hour/After Hours(e)
12 Deposit Requirements
13 Deposit Interest
14 Meter and Service lines
15 Main Extension Tariff
16
17
18
19 (a) Service charges for customers taking both water and sewer service are not duplicative.
20 (b) Minimum charge times number of full months off the system. per Rule R14-2-403(D).
21 (c) $25 plus cost of test
22 (d) Greater of $5.00 or 1.5% of unpaid balance.
23 (e) No charge for service calls during normal working hours.
24 (f) Per ACC Rules R14-2-403(B) Residential - two times the average bill.
25 Commercial - two and one-half times the average bill.
26
27
28
29
30
31
32
33
34
35

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Line

ML
1
2

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
Over 2 Inch
2 Inch / Turbine
2 Inch I Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch /Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

Refundable Meter and Service Line Charges

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Meter and Service Line Charges

Present

Charqe

Service
Line

Present

Meter
Install-

ation
Charqe

Total
Present
Charqe

$ 225.00
225.00
300.00
500.00
675.00

At Cost
NT
NT
NT
NT
NT
NT
NT
NT
NT

Proposed
Service

Line
Charqe

$ 385.00
385.00
435.00
470.00

630.00
630.00
805.00
845.00

1 ,170.00
1 ,230.00
1 ,730.00
1 ,770.00
At Cost

Proposed
Meter
Install-
ation

Charge
$ 135.00

215.00
255.00
465.00

965.00
1 ,690.00
1 ,470.00
2,265.00
2,350.00
3,245.00
4,545.00
8,280.00
At Cost

Exhibit
Rejoinder Schedule H-3
Page 4
Witness: Bourassa

Total
Proposed
Charge

$ 520.00
600.00
690.00
935.00

1 ,595.00
2,320.00
2,275.00
3,110.00
3,520.00
4,475.00
6,275.00
8,050.00
At Cost

Construction Water 1 500 1 500

3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

N/T = No Tariff

1 a



BUURASSA REJUINDER
WASTEWATER SCHEDULES

(Rate Base - Phase I)



Litchfield Park Service Company - WastewaterDivision
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rejoinder Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 28,222,289

Adjusted Operating Income 150,724

Current Rate of Return 0.53%

$ 3,107,274Required Operating Income

Required Rate of Return on Fair Value Rate Base 11.01%

$ 2,956,550Operating Income Deficiency

Gross Revenue Conversion Factor 1.6286

Increase in Gross Revenue Revenue Requirement $ 4,815,141

Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

6,356,374
4,815,141

11,171 ,515
75.75%

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

$ 4,647,120
266.016
518,888
84,318

$ 8,267,432
473,254
923,106
149,994

$ 3,620,312
207,238
404,219
65,676

77.90%
77.90%
77.90%
77.89%

199,590
173,871
90,310
59,453

77.80%
77.99%
77.90%
77.90%
0.00%

76.76%

Customer
Classification
Residential
Residential HOA
Multi-unit Housing
Small Commercial
Measured Service:
Regular Domestic
Rest., Motels, Grocery, Dry Cleaning

Wigwam Resort
School
Effluent
Subtotal before Rev. Annualization $

256,547
222,936
115,929
76,320
92,268

6,280,340 $

456,136
396,807
206,239
135,773
92,268

11 ,101 ,009 $ 4,820,668

Revenue Annualization
Misc Revenues
Reconciling Amount H-1 to C-1

$ (27,512) $
99,755
3,791

(28,773) $
99,755

(475)

(1 ,262) 4.59%
0.00%

-112.53%

Total of Water Revenues $ 6,356,375 $ 11,171,515 $

(4,266)

4,815,141 75.75%

Line
MQ*
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

SUPPORTING SCHEDULES:
Rejoinder B-1
Rejoinder C-1
Rejoinder C-3
Rejoinder H-1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rejoinder Schedule B-1
Page 1
V\htness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 59,826,735
7,902,675

$ 59,826,735
7,902,675

Net Utility Plant in Service $ 51 ,924,060 $ 51 ,924,060

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction

Accumulated Amortization of CIAC

6,989,559 6,989,559

18,643,786
(2,072,117)

18,643,786
(2,072,117)

Customer Meter Deposits
Deferred Income Taxes & Credits

0
140,544

0
140,544

Plus:
Unamortized Finance
Charges

Deferred Finance Charges
Allowance for Working Capital

Total Rate Base $ 28,222,289 $ 28,222,289

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

SUPPORTING SCHEDULES:
Rejoinder B-2
Rejoinder B-5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rejoinder Schedule B-2
Page 1
Witness: Bourassa

Actual
at

End of
Test Year

Proforma
Adjustments

Amount

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 60,394,260 (567,525) $ 59,826,735

Less:
Accumulated
Depreciation 8,475,991 (573,316) 7,902,675

Net Utility Plant
in Service $ 51,918,269 $ 51,924,060

Less:
Advances in Aid of

Construction 7,006,208 (16,649) 6,989,559

Contributions in Aid of
Construction (CIAC) 18,737,132 (93,346) 18,643,786

Accumulated Amortization of CIAC (2,072,117) (2,072,117)

Customer Meter Deposits
Deferred Income Taxes

68,685
15,987

(68,685)
124,556

0
140,544

Plus:
Unamortized Finance
Charges

Deferred Finance Chgs
Allowance for Working Capital

134,528 (134,528)

Total $ 28,296,903 $ 28,222,289

Line
No.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

SUPPORTING SCHEDULES:
Rejoinder B-2, page 2

RECAp SCHEDULES:
Rejoinder B-1
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Litchfield Park Serviee Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- A

Exhibit
Rejoinder Schedule B-2
Page 3.1
Witness: Bourassa

Plant Retirements

354 - Structures and Improvements
361 - Collection Sewer - Gravity
371 - Pumping Equipment
389 - Other Plant and Miscellaneous Equipment

33 (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Service $ (554,977)

Line

u
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

For related AIAC and CIAC see Rejoinder Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-WW5 (from Exhibit MSJ Table G-1)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.2
Witness: Bourassa

Transfer of Odor Control Unit to Black Mountain Sewer Companv ("BMSC")

Original Cost of Odor Control Unit $ (38,250)

Increase (Decrease) in Plant-in-Service $ (38,250)

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

See Staff Adjustment 2 Schedule JMM-WW6
(Actual cost is $38,250 per updated documentation not $:38,625)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- C

Exhibit
Rejoinder Schedule B-2
Page 3.3
Witness: Bourassa

Capitalized Expenses

$ 3,725
5,004

$ 1,530
4,864

6,394

354 .. Structures and Improvements - Dean Fence and Gate (fence)
355 - Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 - Pumping Equipment - Precision Electric (install rebuilt pump)
371 - Pumping Equipment - Precision Electric (new reinforced strainer baskets)

Total 371 - Pumping Equipment
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole ant)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. & map)
389 Other Plant and Misc, Equip. - Keogh Engineering (filter system repair)
389 . Other Plant and Misc. Equip. - Keogh Engineering (work on UV system)

Total 389 - Other Plant and Misc. Equip.

$ t ,450
550

8,054
525

10,579

Increase (Decrease) in Plant-in-Service $ 25,702

Line
No.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22

See testimony
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rejoinder Schedule B-2
Page 4.1
Witness: Bourassa

A/D Plant Retirements

354 - Structures and Improvements
361 - Collection Sewer - Gravity
371 - Pumping Equipment
389 - Other Plant and Miscellaneous Equipment

$ (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Service $ (554,977)

Line

_MQ
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

SUPPORTING SCHEDULES
Rejoinder B-2, page 3.1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Exhibit
Rejoinder Schedule B-2
Page 4.2
Witness: Bourassa

Computation of A/D for transferee Odor Control Unit to Black Mountain Sewer Companv ("BMSC")

Cost S 38,250 (from B-2, page 3.2)

Rate Percent Half Year

Line

u
1
2
3
4
5
6
7
8
9
10
11
12
13
14

Year

2002

2002

2003

2004

2005

2006

2007

2008

* 2.52%
5%
5%
5%
5%
5%
5%
5%

Number of
Months

l

12

12

12

12

12

6

91.67%
8.33%
100%
100%
100%
100%
100%
50%

50%
50%

100%
100%
I 00%
100%
100%
100%

Accumulated
Depreciation

441.79
79.69

1,912.50
1,912.50
1,912.50
1,912.50
1,912.50

956.25

Total $ 11,040.23

*The depreciation rate before November ZO02 was 2.52% and after was 5 %

15
16

17
18
19
20

21
22

Adjustment to Accumulated Depreication $ (11,040)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Exhibit
Rejoinder Schedule B-2
Page 4.3
Witness: Bourassa

Decommissioning Costs of Lift Station Requirement

354 - Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement) $ (8,003)

Increase (Decrease) in Plant-in-Service $ (8,003)

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22

See testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - D

Exhibit
Rejoinder Schedule B-2
Page 4.4
Witness: Bourassa

A/D on Capitalized Plant

Acct.
354
355
371
389

Decsription
Structures & Improvements
Power Generation
Pumping Equipment
Other Sewer Plant 8< Equip.

Dear. Oriqinal
Rate Cost

3.33% $ 3,725
500% 5,004

12.50% 6,394
6.67% 10,579

Yr
Factor
0.375
0.375
0.375
0.375

Depreciation
$ 47

94
300
265

Increase (Decrease) in Plant-in-Service $ 705

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

See testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Exhibil
Rejoinder Schedule B-2
Page 5
VWlness: Bourassa

Deferred Income Tax as of September 30. zoos (Water and Wastewater Divisions)

Probability
of Realization

of Future

Tax Benefit
Tax

Tax Value

Deducible TD
(Taxable TD)
Expected to

be Realized Rate

Future Tax Asset

Current Non Current

Future Tax Liability

Current Non Current
$

Lihe

M
l

2
3

4

5

6

7

8

9

10

Plant-in-Service

Acc um. Depress.

CI AC

Fixed Assets

AI AC

Tax Benefits from bonus dept

$

s

Adjusted

Book Value'

133,532,393

(I6,929,695)

(I8,807, l42)

97,795,556

(29,326,533)
$ 57,779,077 100.0% $

100.0% S

l0 0 , 0 %  $

(40,016,479)

29,326,533

9,838,658 s

38.6%

38 6%

38.6%

$ (l5,446,36l)

$

$

$

s

l l ,320,04z

3,797,722

15, 117,764 S $ <I5,446,361)

Net Asset (Liability) $ (328,597)

Wastewater Division allocation factor 0042771

Allocated DIT Asset (Liability) $ (140,544)

DOT Asset (Liability)perDirect s (15,987)

12

13

14

15

16

17

18

19

20

21

22

23

Adj ustmenl to D I T $ 124,556

4 Computation of Net Tax Value at September 30, 2008 (Water and Wastewater)

Based on 2008 Tax Depreciation report (December 31, 2008)

24

25

26

27

28

29

30

3 I

$ 71,524,622Unadjusted Cost per 2008 Tax Dear Report

Reconciling Items not on tax report:
AIAC (post test year AIAC netted against 2008 tax)

CIAC (post test year CIAC netted against 2008 tax)

Land costs hot on tax, on books

Capitalized Expenses not on lax, on books

Organizational costs not on tax, on books

Prior Year Retired Play, on books, not on tax

Plant Adds October to December on tax, not on books as of Sept. 2008

Odor control unit removed from books, not removed from tax

Accrual entry not on tax, on books

AIAC timing difference

CIAC timing difference

2003 Plant not on tax, on books

Unreconciled difference

Net Unadjusted Cost tax Basis

5,798,609

1,09 l ,376

2,0 l2,629

45,69 l

21 ,000

(340,273)

(128,422)

(38,250)

239,603

137,370
(244,958)

1,277, 167

38 1 ,462

S 81,777,626

Proposed Rate Case Retirements

Proposed retirements A/D at tax rates

Net Reduction in tax basis related to retirements

(633,856)

562,33 I

S (71,525)

Affilate Profit removed
Affiliate A/D at tax rates
Net Reduction in tax basis related to affiliate profit

(463,401)
67v055

$ (396,345)

Basis Reduction 2007 and Prior (from 2007 Tax Dear Report)

Accumulated Depreciation 2007 and prior (2007 Tax Dear Report)

(2,849,349)

<8,564,437)

s
Bonus Depreciation Computation Jan. to Sent 2008

Bonus Dept. for 12 months of2008 per Tax Dear. Report

Less: 2008 Bonus Depr for plant added after September 2008

Net \2 months of BonusDear for plant added from Jan. to Sept. 2008

Factor (9 months of zoos or 9/12 or .75)

Bonus Depreciation for 9 months of zoos

s

14,407,232

(64,21 I)

14,3430021

0 7 5

(l0,757,266)

$ l,s 17,974

2008 Depreciation Cvmnuation Jan. to Seat. 2008

2008 Tax Depreciation (12 Months) per Tax Dear. Report

Less: 2008 dept. for plant added after September 2008

Ne! 12 months of dept for plant added Jan. to Sept. 2008
Factor (9 months of 2008 or 9/12 or .75)

Tax Depreciation for 9 months 0f2008

s
(5,137)

1,8 I 2,837

0.75

(l,359,628)

Net tax value of plant-in-service at September 30, 2008 s 57,779,077

5Tax Benefits from bonus depreciation

Net Income before tax $ 89,674 (from E-2 for both Water and Wastewater)

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47
48

49

50

51

Hz

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

Add: Book Depreciation 2,553,660 (from E-2. for both Water and Wastewater)
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rejoinder Schedule B-5
Page 1
Witness: Bourassa

Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)
Prepaids
Materials 8t Supplies

$ 711,390
11,148

50
72,782

Total Working Capital Allowance $ 795,370

Working Capital Requested $

Line

_mg
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES;
Rejoinder C-1

RECAP SCHEDULES:
Rejoinder B-1

I



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Income Statement

Exhibit
Rejoinder Schedule C-1
Page 1
Witness: Bourassa

Line

M

Test Year
Adjusted
Results Adjustment

Rejoinder
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rejoinder
Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Measured Revenues
Other Wastewater Revenues

$ $ $4,815,141$ 6,164,589
92,030
99,755

$ 6,356,374 $ $

6,164,589
92,030
99,755

6,356,374 $4,815,141

$ 10,979,730
92,030
99,755

$ 11,171,515
Operating Expenses

$ $ $

72,805

1,205
267,554
632,064

2,076
279,749
75,579
3,117

33,348
2,716,001

24,084
78,309
18,976
69,551
32,133
2,213

19,133
70,000
36,656
43,889

1,550,237

(1,136)

1,205
267,554
632,064

2.076
279,749
75,579
3.117

33,348
2,788,806

24,084
78,309
18,976
69,551
32,133
2,213

17,997
70,000
36,162
22,098

1,522,853

Salaries and Wages
Purchased Water and WW Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Contractual Services- Testing
Contractual Services - Other
Contractual Services - Legal
Equipment Rental
Rents - Building
Transportation Expenses
Insurance - General Liability
Insurance - Vehicle
Regulatory Commission Expense
Reg,Comm. Exp... Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation and Amortization
Taxes Other Than Income
Property Taxes
Income Tax

(494)
<21 ,791 )
(27,384)

1,205
267,554
632,064

2,076
279,749
75,579
3,117

33,348
2,788,806

24,084
78,309
18,976
69,551
32,133
2,213

17,997
70,000
36,162
22,098

1,522,853

336,629
(99,906)

(2,352)
(6,594)

334,277
(106,500) 1,858,590

334,277

1 ,752,091

$ 6,192,596
$ 163,778

$
$

13,054 $
(13,054) $

6,205.651
150,724

$1 ,858,590
$2,956,550

$
$

8,064,241
3,107,274

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense

(322,703) 2,565 (320,138) (320, 138)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(322,703)
(158,925)

$
$

2,565 $
(10,489) $

(320,138) $ -
(169,414) $2,955,550

$
$

(320,138)
2,787,136

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46

SUPPORTING SCHEDULES:
Rejoinder C-1, page 2

RECAP SCHEDULES:
Rejoinder A-1
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Litchfield Park Service Company . WastewaterDivision
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense
Adjusted
Original

Cost
Proposed

Rates
Depreciation

Expense

1,783,426
18,934,312

548,674
1,161,105

23,094,661

630,513
27,434
23,222

461,893

47,019
3,789,468

52,331
860,393

1,760,813
62,825

414,315
5,431,228

47,788
343,681
611,767
198,772

4,702
75,789
4,359

28,651
220,102

1.571
10,358

271,561
2,389

11,445
40,805
13,258

Acct.

MY
351
353
354
355
360
361
362
363
364
366
367
370
371
374
375
380
381
382
389
390

390. 1
391
392
393
394
396
398

Description
Organization
Land
Structures & Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters and Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment 8 Disposal Equip.
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant & Equip.
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Communication Equip
Other Tangible Plant

TOTALS

26,078
8,968

56,167
173,948
418,996

0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00%

10.00%
2.00%
8.33%
3.33%

12.50%
2.50%
2.50%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
10.00%
10.00%

5.216
359

2.808
17,395
41,900

$ 59,826,735 $ 1 ,895,729

Less: Amortization of Contributions
361 Collection Sewers Gravity $ 18,643,786 2.00% $ (372,876)

Total Depreciation Expense $ 1,522,853

Test Year Depreciation Expense 1 ,550,237

Increase (decrease) in Depreciation Expense (27,384)

Line

u
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43

44
45
46

Adjustment to Revenues and/or Expenses $ (27,384)

SUPPORTING SCHEDULE
B-2, page 3



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 2

Exhibit
Rejoinder Schedule C-2
Page 3
Witness: Bourassa

Adiust Propertv Taxes to Reflect Proposed Revenues:

$ 6,356,374
6,356,374

11,171 ,515
7,961,421

15,922,842
$
$

$ 39,301

Adjusted Revenues in year ended 09/30/2008
Adjusted Revenues in year ended 09/30/2008
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment 15,573

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 15,907,269
21%

3,340,527
9.5187%

property Tax
Plus: Tax on Parcels

317,976
16,302

$Total Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in property taxes $

334,277
336,629

(2,352)

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ (2,352)

I



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 3

Exhibit
Rejoinder Schedule C-2
Page 4
Witness: Bourassa

Contractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company $ (42,200)

Increase(decrease) in Contractual services $ (42,200)

Adjustment to Revenue and/or Expense $ (42,200)

Line

M L
1
2
3
4
5
6
7

8
g
10
11

12
13

14
15
16
17
18
19
20

See Testimony

y



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 4

Exhibit
Rejoinder Schedule C-2
Page 5
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (494)

Increase(decrease) in Miscellaneous Expense $ (494)

Adjustment to Revenue and/or Expense $ (494)

Line

1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-ww16 Adjustment #4



Litchfield Park Service Company - WastewaterDivision
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 5

Exhibit(
Rejoinder Schedule C-2
Page 6
Witness: Bourassa

Bad Debt Expense

Normalized Bad Debt Expense $ 22,098

Bad Debt Expense per Direct 43,889

Increase(decrease) in Bad Debt Expense $ (21,791)

Adjustment to Revenue and/or Expense $ (21,791)

Line

1
2
3
4
5
6
7
8
9

10
11
12

13

14

15

16

17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W17 Adjustment #5



t

Litchfield Park Service Company -Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 6

Exhibit
Rejoinder Schedule C-2
Page 7
Witness: Bourassa

Capitalized Expenses and Decommissioninq Costs

$

$

(3,725)
(5,004)
(1 ,530>
(4,864)
(1 ,450)

(550)
(8,054)

(525)
(8,003)

(33,705)

$ (33,705)

Line
M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

354 - Structures and Improvements - Dean Fence and Gate (fence)
355 - Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 - Pumping Equipment - Precision Electric (install rebuilt pump)
371 - Pumping Equipment - Precision Electric (new reinforced strainer baskets)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole ant)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. 8< map)
389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair)
389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system)
354 Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement)
Total Capitalized Expenses

Increase(decrease) in Contractual Services - Other

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3
Rejoinder B-2, page 4.3

$ (33,705)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 8
Witness: Bourassa

Remove Expenses Included in Rate Case Expense

Bourassa, CPA Inv. # 1000002402
Bourassa, CPA Inv. # 1000002413

s (155)
(981)

(1,136)

increase(decrease) in Regulatory Commission Expense $ (1,136)

Line

MQ
1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20
21
22

Adjustment to Revenue and/or Expense $ (1,136)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 8

Exhibit
Rejoinder Schedule C-2
Page Q
Witness: Bourassa

Remove Unncessaw Expense

Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Toter

Exp cost for the DBack game
BALANCE DUE FOR 2008 XMAS PART
DJ SERVICE - XMAS PARTY
For Holiday Party Dec. 2008
Catered Lunch

$

$

(6,400)
(953)
(495)

(4,959)
(412)

(13,219)

Wastewater Divisor 4-factor allocation % 23.66%

Increase (decrease) in Contractual Services - Other $ (3,128)

Line

1
2
3
4
5
6
7
8
9

10
11
12
13

14
15
16

17
18
19
20

Adjustment to Revenue and/or Expense $ (3,128)
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 10

Exhibit
Rejoinder Schedule C-2
Page 11
Witness: Bourassa

Interest Svnchronization

Fair Value Rate Base
weighted Cost of Debt
Interest Expense

$ 28,222,289
1.13%

$ 320,138

Test Year Interest Expense $ 322,703

Increase (decrease) in Interest Expense (2,565)

Adjustment to Revenue and/or Expense $ 2,565

Weiqhted Cost of Debt Computation

Line
m ;
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Debt

Equity

Total

s

$

$

Amount

11,506,844

53861 ,545

64,868,389

Percent

17.74%

8226%

100.00%

Cost

6.39%

12.00%

Weighted

Cost

113%

9.87%

11.01 %

s



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 11

Exhibit
Rejoinder Schedule C-2
Page 12
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adj used
with Rate
Increase

Taxable Income before adjustments
Adjustments to Taxable Income
Taxable Income

$ 4,539,227$ (275,914)

$ (275,914) $ 4,539,227

Income Before Taxes $ (275,914) $ 4,539,227

Arizona Income Before Taxes $ 4,539,227

$ 316,293Less Arizona Income Tax
Rate =
Arizona Taxable Income

6.97%
$ 4,222,934

Arizona Income Taxes $ 316,293

Federal Income Before Taxes $ 4,539,227

Less Arizona Income Taxes $ 316,293

Federal Taxable Income $ 4,222,934

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

$
$
$
$
$

Federal Income Taxes

7,500
6,250
8,500 Federal

91,650 Effective
1,321,897 Tax

Rate
$ 1,435,797 31.63%

Total Income Tax $ 1,752,091

Overall Tax Rate 38.60%

Line

ML
1
2
3
4
5
6
7
8
9

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38

39
40
41

42
43

44
45
46

Income Tax at Proposed Rates Effective Rate >$ (106,500)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rejoinder Schedule C-3
Page 1
Witness: Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
31 .63%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

Gross Revenue Conversion Factor1
Operating Income % 1.6286

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rejoinder A-1



Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annualized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-1
Page 1
Witness: Bourassa

Line
No. Customer Classification

Percent
Change

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues
74.47%
0.71 %
0.84%
2.72%

78.74%

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520
Subtotal $

Present
Revenues

$ 4,647,120
44,064
52,224

169,728
4,913,136

Proposed
Revenues

35 8,267,432 $
78,392
92,909

301,954
$ 8,740,686 $

Dollar
Change
3,620,312

34,328
40,685

132,226
3,827,550

77.90%
77.90%
77.90%
77.90%
77.90%

73.99%
0.70%
0.83%
2.70%

78.23%

Multi-Unit Housing
Multi-Unit 3
Multi-Unit 5
Multi-Unit s
Muni-uni: 7
Multi-Unit 8
Multi-Unit g
Multi-Unit14
Multi-Unit 16
Multi-Unit 17
Multi-Unit18
Mum-unit24
Multi-Unit46
Multi-Unit 84
Multi-Unit 90
Multi-Unit 132
Multi-U nit 304

9.923
3.156
1 ,818
8,484

73,124
2,727

46,662
116,352

5,151
5,454
7,272

13,938
25,452
27,270
79,992
92,112

17,654
5,615
3,234

15,093
130,088

4.851
83,012

206,991
9,164
9,703

12,937
24,796
45,279
48,514

142,307
163,868

7,730
2,459
1 ,416
6,609

56,964
2,124

36,350
90,639
4,013
4,249
5,665

10,858
19,827
21 ,244
62,315
71,756

77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%

0.16%
0.05%
0.03%
0.14%
1.16%
0.04%
0.74%
1.85%
0.08%
0.09%
0.12%
0.22%
0.41 %
0.43%
1.27%
1.47%

0.16%
0.05%
0.03%
0.14%
1.17%
0.04%
0.75%
1.86%
0.08%
0.09%
0.12%
0.22%
0.41%
0.44%
1.28%
1.48%

S ubtota I $ 518,888 $ 923,106 $ 404,219 77.90% 8.26% 8.32%

$ 84,318 $ 149,994 65,676 77890/» 1.34% 1.35%

$ $ 77,80%
77.99%
77.89%

4.08%
3.55%
7.63%

4.11%
3.57%
7,68%

Small Commercial
Measured Service;
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

Subtotal s

256,547
222,936
479,482 $

456,136
396,807
852,943 $

199,590
173,871
373,461

$ s $ 77.90%
77.90%
77.90%

1.65%
0.19%
1 85%

1.67%
0.19%
1.86%

Wigwam Resort - Per Room
Wigwam Resort - Main
Subtotal S

103,929
12,000

115,929 $

184,891
21,348

206,239 $

80,962
9,348

90,310

$ $ $ 77,90%
77.90%
77.90%
77.90%

0.52%
0,46%
0.24%
122%

0.52%
0.46%
0.24%
1.22%

Elementary Schools
Middle and High Schools
Community College
Subtotal s

32,640
28,800
14,880
76,320 $

58,067
51,235
26,472

135,773 $

25,427
22,435
11 ,592
59,453

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Effluent Sales
Total Revenues Before Revenues Annualization $

92,268
6,280,340 $

92,268
11,101,009 $ 4,820,668

0.00%
76.76%

1.47%
197.19%

0.83%
197.82%



Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annuaiized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-1
Page 2
Witness: Bourassa

Line
LE Customer Classification

Present
Revenues

Proposed
Revenues

Dollar
Change

Percent
Chanqe

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues

$ (36,394) $
2,020

138

(64,746) S
3,594

245

(28,352)
1,574

107

77.90%
77.90%
77.89%

-0.58%
003%
0.00%

-0.58%
0.03%
0.00%

Revenue Annualization
Residential
Multi-Unit Housing - Mulil-Unit 8
Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning
Effluent Sales

Subtotal Revenue Annualization

16,552
8,858

77.80%
77.99%
0.00%
4.59%

0.34%
0.18%
-0.41%
-0.44%

0.34%
0.18%
-0.23%
-0.26%

21,275
11,357

(25,908)
(27,512)

37,827
20,215
(25,908)
(28,773) (1 ,262)

Misc Service Revenues
Misc Revenues
Reconciling Amount to C-1
Totals

99754.94
3791.00

6,356,375

99754.94
(475.00)

11,171 ,515

0.00
(4266.00)

4,815,141

0.00%
-112.53%

75.75%

1.59%
0.06%

197.25%

0.90%
0.00%

197.81%

83 99,755
6,380,095
(6,280,340)

499
$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Revenue Reconciliation
Recorded Revenues
Amounf per Bill Count Before Rev. Annualization
Difference
Tolerance (+/- 1/2 percent)
Acceptable No



Litchfield Park Service Company - WastewaterDivision
Test Year Ended September 30, 2008
Analysis of Revenue by Detailed Class

Special Rate Commercial Customers Pay Standard Commerical Rate

RejQinder Schedule H-2
Page 1
Witness: Bourassa

Customer
Classification

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520

Average
Number of
Customers

at
9/30/2008

14, 126
1

1

1

Average
Water Use

N/A
N/A
N/A
N/A

$

Averaqe Bill
Present Proposed
Rates Rates

2720 48.39
3,672.00 6,53263
4,352.00 7,742.40

14,14400 25,16280

$ $

Proposed Increase
Dollar Percent

Amount Amount
21 . 19 77904%

2,860.65 77.904%
3,390.40 77.904%

11,018.80 77.904%

Multi-Unit Housing
Multi-Unii 3
Multi-Uni(5
Multi-Unit6
Muni-unit7
Multi-Unit8
Multi-Unit 9
Muni-unit 14
Multi-Unit 16
Muni-unit 17
Multi-Unit 18
Mufti-Uni! 24
Multi-Unit 46
Multi-Unit 84
Multi-Uni! 90
Multi-Unit 132
Mulli-Unit 304

11

2

1

4
30

1

11

24
1

1

1

1

1

1

2

1

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

75.75
126.25
151.50
176.75
202.00
22725
35350
404.00
429.25
454.50
606.00

1,161 .50
2,121.00
227250
3,333.00
7,676.00

134.76
224.60
26952
314.44
359.36
404.28
628.88
718.72
76364
80856

1,078.08
2,066.32
3,773.28
4,042.50
5,929.44

13,655.68

59.01
98.35

118.02
137.69
157.36
177.03
275.38
314.72
334.39
354.06
47208
904.82

1,652.28
1,770.30
2,596.44
5,979.68

77.901%
77.901%
77.901%
77.901%
77.901%
77,901%
77901 %
77901 %
77901%
77,901%
77.901%
77.901°/o
77.901 %
77901 %
77.901%
77.901%

153 N/A 4600 81.83 35.83 77.891%Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

138
62

57,450
91 ,567

155.01
300.45

275.61
534.78

120.60
234.33

77.799%
77992%

Wigwam Resort - Per Room
Wigwam Resort .. Main

1

1

N/A
N/A

8,660.75
1,000.00

15,407.56
1 ,77900

6,746.81
779.00

77.901%
/̀7.900%

Elementary Schools
Middle and High Schools
Community College

4

3

1

N/A
N/A
N/A

680
800

1 ,240

1,210
1 ,423
2,206

529.72
62320
965.96

77.900%
77.900%
77.900%

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41

Effluent Sales ($55 per acre foot)
Effluent Sales ($100 per acre foot)
Effluent Sales ($225 per acre foot)
Total

4
0
1

14,589

5,939,470
2,856,100
3,383,491

1,0os
877

2,336

1,003
877

2.336

0.000%
0.000%
0000%



Litchfield Park Service Company -WastewaterDivision
Present and Proposed Rates

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 1
Witness; Bourassa

Customer Classification
Present
Rates

Proposed
Rates

Percent
Change

Monthly Charge for:
Monthly Residential Service s 27.20 $ 48.39 77.90%

Multi-Unit Housing .. Monthly per Unit $ 25.25 $ 44.92 77.90%

$ 46.00 $ 81.83 77.89%

Line

N O
1
2
3
4

5
6
7
8

9
10
11
12
13
14
15

Commercial:
Small Commercial - Monthly Service
Measured Service:

Regular Domestic:
Monthly Service Charge
Rate Per 1,000 Gallons of Water

$
$

25.75
2.25

s
$

45.81
4.00

77.90%
77.78%

Restaurant, Motels, Grocery Stores & Dry Cleaning Estab.'
Monthly Service Charge
Rate Per 1,000 Gallons of Water

$
$

25.75
3.00

$
$

45.81
5.34

7790%
78.00%

Wigwam Resort:
Monthly Rate - Per Unit
Main Building - Per Month

$
$

25.25
1,000.00

s
s

44.92
1,779.00

77.90%
77.90%

16
17
18
19

20
21
22
23
24
25
26
27
28
29

Schools - Monthly Service Rates:
Elementary Schools
Middile Schools
High Schools
Community College

$
$

$
$

680.00
800.00
80000

1,240.00

$
s
$
$

1,20972
1,423.20
1,423.20
2,205.96

77.90%
77.90%
77.90%
77.90%

EfflLlent2 Market Market 0.00%30
31

32

33
34
35

1 Motels without restuaranls charged multi-unit monthly rate.

2 Market Rate - Maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate of $1.32 per thousand
gallons.



Litchfield Park ServiceCompany - Wastewater Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 2
Witness: Bourassa

$

Present
Rates

$ 20,00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(c)
40.00
(G)

350%
(f)
(Q)

Proposed
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(c)
40.00
(e)

350%
(f)
(Q)

$

Line
Mg Other Service Charges

1 Establishment (Regular Hours) per Rule R14-2-603D (a)
2 Establishment (After Hours) per Rule R14-2-603D (a)
3 Re-Establishment of Service per Rule R14-2-603D (a)
4 Reconnection (Regular Hours) per Rule R14-2-603D (a)
5 Reconnection (After Hours) per Rule R14-2-603D (a)
6 NSF Check, per Rule R14-2-608E (a)
7 Deferred Payment, Per Month
8 Late Charge
9 Service Calls - Per Hour/After Hours(d)
10 Deposit Requirement
11 Deposit Interest
12 Service Lateral Connection Charge- All Sizes
13 Main Extension Tariff, per Rule R14-2~606B
14
15
16
17 (a) Service charges for customers taking both water and sewer service are not duplicative.
18 (b) Minimum charge times number of full months off the system, per Rule R14-2-603D.
19 (c) Per Rule R14~2-608F. Greater of $5.00 or 1.5% of unpaid balance.
20 (d) No charge for service calls during normal working hours.
21 (e) Per ACC Rules R14-2-6038Residential - two times the average bill.
22 Non-residential - two and one-half times the average bill.
23 (f) At cost. Customer/Developer shall install or cease to be installed all Service Laterals as a
24 non-refundable contribution-in-aid of construction..
25 (g) All Main Extensions shall be completed at cost and shall be treated as non-refundable
26 contribution-in-aid of construction.
27
28
29
30
31
32
33
34
35
36

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14~2-608D(5).



IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.

J 4

FENNEMORE CRAIG, P.C.
Jay L. Shapiro (No. 014650)
Todd C. Wiley (No. No. 015358)
3003 N. Central Ave.
Suite 2600
Phoenix, Arizona 85012
Attorneys for Litchfield Park Service Company

BEFORE THE ARIZONA CORPORATION COMMISSION

1
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3

4

5

6

7

8

9

10

DOCKET NO: SW-01428A-09-0103

11

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.12

13 DOCKET NO: W-01427A-09-0104

14

15

16

17

18 DOCKET NO. W-01427A-09-0116

19

20

21

22

23

24

25

26
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1 I

1 DOCKET no. W-01427A-09-0120

2

3

4

5

6

7

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,170,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.

8

9

10

11

12

13

14

15

REJOINDER TESTIMONY

of

THOMAS J. BOURASSA

on

COST OF CAPITAL

(Phase 1 - Determination of Rate Base and Rates)

16
December 29, 2009

17

18

19

20

21

22

23

24

25

26
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1.

Q,

INTRODUCTION

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company ("LPSC()" or the

"Company").

Q- ARE YOU THE SAME THOMAS J. BOURASSA THAT FILED DIRECT

AND REBUTTAL TESTIMONY ON RATE BASE, INCOME STATEMENT,

REVENUE REQUIREMENT AND RATE DESIGN IN THIS CASE?

Yes. My background and qualifications are discussed in my direct testimony on

those aspects of the case. My rejoinder testimony on those subjects is also being

filed today with this testimony.

Q. DID YOU ALSO PREPARE DIRECT AND REBUTTAL TESTIMONY ON

COST OF CAPITAL ON BEHALF OF LPSCO IN THIS CASE?

Yes.

11. SUMMARY OF REJOINDER TESTIMONY AND THE PROPOSED COST
OF CAPITAL FOR THE COMPANY.

I will respond as appropriate to the surrebuttal testimonies of Mr. Manrique on

behalf of Staff and Mr. Rigsby on behalf of RUCO.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

HAVE YOU UPDATED YOUR COST OF CAPITAL ANALYSIS?

25

26

FENNEMORE CRAIG

A.

A.

A.

A.

A.

A.

Q.

No. I updated my cost of capital analysis on my rebuttal testimony filed on

December 2, 2009. I updated my cost of capital in my rebuttal testimony because

of the significant period of time between the Company's direct filing and its

rebuttal tiling, I did not feel the need to provide an additional update at this time as

my rebuttal update is less than l month old.



I r

Q- PLEASE SUMMARIZE YOUR RECOMMENDED REJOINDER COST OF

DEBT AND EQUITY, AND YOUR RECOMMENDED REJOINDER RATE

OF RETURN ON RATE BASE.

I continue to recommend a cost of equity of 12.0 percent based on my most recent

cost of capital analysis. The results of my cost of capital analysis can be found in

my rebuttal testimony.l The Company's recommended capital structure consists of

approximately 82.3 percent debt and 17.7 percent common equity as shown on

Rejoinder Schedule D-1. Based on my 12.0 percent recommended cost of equity,

the Company's weighted cost of capital ("WACC") is 11.01 percent, as shown on

Rejoinder Schedule D-1 .

A.

Q-

Summarv of the Recommendations of Staff and RUCO.

PLEASE SUMMARIZE THE COST OF DEBT AND EQUITY

RECOMMENDED BY STAFF AND RUCO, AND THEIR RESPECTIVE

RECOMMENDATIONS FOR THE RATE OF RETURN ON FAIR VALUE

RATE BASE.

A. Staff has updated its cost of capital analysis in its surrebuttal testimony and

continues to recommend a cost of equity of 9.2 percent based on the average cost

of equity produced by its DCF and CAPM models (10.1 percent) and an 80 basis

point downward adjustment for LPSCO's lower financial risk as compared to the

publicly traded water utilities in Staff's sample gr0up.2 Staff continues to ignore

LPSCO's firm-specific risks, focusing solely on financial risk. Staff continues to

recommend a capital structure consisting of approximately l'7.2 percent debt and

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

1 See Rebuttal Testimony of Thomas J. Bourassa (Cost of Capital - Phase I Determination of Rate
Base and Rates) ("Bourassa COC Rb.") at 2.

2 See Surrebuttal Testimony of Juan C. Manrique ("Manrique Sb.") at 2.
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82.8 percent equity.3 Based on Staff"s recommended capital structure, Staff

determined the WACC for LPSCO to be 9.2 percent.4

RUCO now recommends a cost of equity of 9.0 percent.5 RUCO is

recommending a capital sh'ucture of 17.8 percent debt and 82.2 percent equity.6

RUCO's recommended cost of debt is 6.39 percent, based on the Company's

average cost of debt. Based on RUCO's recommended capital structure, RUCO

computed a WACC of 8.54 percent, which is RUCO's recommended rate of return

on FVRB. RUCO also did not consider firm-specific risks other than financial

risk.

7

Q- DID MR. RISGBY UPDATE HIS COST OF CAPITAL ANALYSIS AND

SCHEDULES?

No. Mr. Rigsby revised his cost of equity estimate upward from 8.01 percent to

9.0 percent based on recent information about the improving state of the economy.8

While the additional basis points are welcome, I find it difficult to respond to his

recommendation because I don't know what he based his new number on.

111.

Q-

RESPONSE TO STAFF'S COST OF CAPITAL ANALYSIS

A. Response to Staff's Criticisms of LPSCO's Cost of Capital Analysis

PLEASE RESPOND TO MR. MANRIQUE'S TESTIMONY THAT THE

IBBOTSON DATA INDICATING HIGHER BETAS FOR SMALLER

COMPANIES IS NOT UTILITY INDUSTRY SPECIFIC.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

3 Enrique Sb. at 2.

4 Manrique Sb. at 2.

5 See Surrebuttal Testimony of William A. Rigsby ("Rigsby Sb.) at 6.

6 Rigsby Sb. at 5.

7 Rigsby sh. at 9.

8 Rigsby Sb. at 6.
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l

A. Mr. Manrique asserts that because the Ibbotson data is market wide it is not useful

for determining utility industry specific risk premia.9 This is not true. In fact, the

Ibbotson data contains industry specific risk premier data used as a component to

the buildup method of estimating the cost of equity. The Ibbotson industry risk

premium in conjunction with the Ibbotson small company risk premium can be

used to estimate the premium over and above the Ibbotson market risk premium on

large stocks.

Let me explain. One of the methods for determining cost of equity is the

buildup method.10 In fact, according to Ibbotson, it is one of the most commonly

used and effective methods to estimate the cost of equity." Put simply, the buildup

method is an additive model in which the return on an asset is estimated as the sum

of a risk-free rate and one or more risk premier. The equation for the buildup

method is as follows:l2

Riskless Rate

+ Equity Risk Premium (large stocks)

+ Industry Risk Premium

+ Size Premium

= Cost of Equity Estimate

The Industry Risk Premium and the Size Premium data are published by Ibbotson

and can be combined to estimate the additional risk premium for small water utility

company stocks over large company stocks. For example, Ibbotson identities a

1
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5

6

7

8

9
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26

9 Manrique Sb. at 3.

10 See Morningstar Ibbotson SBBI 2009 Valuation Yearbook ("Ibbotson") at 29.

11 Ibbotsonat 29.

12 Ibbotson at 33.

13 Industry risk premium can be found in Table 3-5 oflbbotson. Small company risk premium for
Decile 10 can be found in Appendix C of lbbotson.
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l

market risk premium for the water supply industry as a negative 3.64 percent. The

Ibbotson small company risk premium for the Decile 10 stocksl4 is 5.81 percent.

Based on this data, the additional indicated risk premium required over and above

large company stocks risk premium for small utilities, like LPSCO, is 217 basis

points (5.84 percent minus 3.64 percent).

Q- THE 217 BASIS POINT SMALL UTILITY RISK PREMIUM IS OVER

LARGE COMPANY STOCKS, BUT ARE THE PUBLICLY TRADED

WATER UTILITY COMPANIES IN THE SAMPLE USED IN YOUR COST

OF EQUITY ANALYSIS CONSIDERED LARGE COMPANY STOCKS BY

IBBOTSON?

No. My cost of equity analysis is based on a sample of publicly traded water

utilities of different market capitalizations (from Decile 10 for Middlesex Water

and Connecticut Water to Mid-cap for Aqua America). Recognizing this, a small

utility risk premium can be further refined to identify the additional risk premium

over and above the cost of equity for the sample water utilities. If we assume the

water industry risk premium is the same for all the sample water utilities as well as

LPSCO, then the additional risk premium is only related to the relative size of each

utility to LPSCO. This is exactly what I have done in my size premium sandy

presented in my rebuttal testimony." The study indicates a risk premium over and

above the returns of the publicly traded utility companies of 1.81 percent.

Q, THIS SIZE RISK PREMIUM IS NOT RELATED TO FINANCIAL RISK?

Correct. Measures on financial risk are contained within the beta estimate. The

1.81 percent risk premium is based upon a beta adjusted size premium.16 In other

1

2

3

4

5

6

7

8

9

10
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12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

14 LPSCO would be considered in the smallest decile.

15 See Bourassa COC Rb. at Attaclnnent 1.

16 Beta adjusted size premium.
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words, the additional risk premium for size is the risk premium not explained by

beta. Ibbotson devotes an entire chapter on Hun size and retum.17

Q- THE 181 BASIS POINT INDICATED RISK PREMIUM FOR LPSCO

WOULD MORE THAN OFFSET STAFF'S 80 BASIS POINT FINANCIAL

RISK ADJUSTMENT. CORRECT?

A. Yes. And Staffs indicated cost of equity would be 11.11 percent (10.1 percent

minus 0.8 percent plus 1.81 percent). As I have suggested, Staffs financial risk is

overstated so Staff's indicated cost of equity would be much higher.

Q- DOES THE "JANUARY EFFECT" DISPROVE THE NOTION THAT

THERE IS NO RISK PREMIUM ON SMALL COMPANY STOCKS OVER

LARGE COMPANY STOCKS?

A. No. Mr. Manrique presents this as an argument against any size premium.18

However, while Ibbotson acknowledges the "January effect" in discussing size

premier, Ibbotson states that "... simply demonstrating that the size premium is

largely produced by the January effect does nothing to refute the existence of such

a pt¢ mium_"l9

Ibbotson specifically concIudes:20

Most criticisms of the use of a size premier do not address the
underlying reason for the existence of size premier. Small
capitalization stocks are still considered riskier investments
than large company stocks. Investors require an additional
reward, in the form of an additional return, to take on the
added risk of an investment in small-capitalization stock. It is
unlikely that future investors will require no compensation for
taking on this additional risk.....
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Most criticisms presented to date...have not provided

17Ibbotson Chapter 7 -- Firm Size and Return.

18 Manrique Sb.at 3.

19 Ibbotson at 101.

to Ibbotson at 105.
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sufficient evidence to disprove the existence of a size premier.

Q- DOES THE ANNIE WONG STUDY CITED BY MR.  MANRIQUE

DISPROVE THE EXISTENCE OF A SIZE PREMIUM FOR SMALL

UTILITY STOCKS?

A. No. As Dr. Zepp concluded in his review of Ms. Wong's study, "[her] weak

evidence provides little support for a small firm effect existing or not existing in

either die industrial or utility sector."21 As I testified in my rebuttal testimony,

even the California PUC conducted a study that showed smaller water utilities are

more risky than larger ones.22

Q- HAS STAFF PROVIDED ANY SUPPORT FOR USING BOOK DEBT AND

EQUITY?
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A. No. Staff's discussion on the subject other than their financial risk adjustment is

sparse.23 Mr. Manrique does admit that the Hamada methodology was developed

using market values.24 However, his only explanation it that Staff believes that it is

prudent and reasonab1e.25 It is difficult to address this subject adequately at this

time without Staff providing authority from recognized financial experts

supporting the use of book values. I have been unable to find any authority for

using book value in the Hamada fionnula.

21 Thomas M. Zepp, "Utility Stocks and the Size Effect -.- Revisited", The Quarterly Review
Economics and Finance, Vol. 43, Issue 3, Autumn 2003, 578-582.

22 Bourassa COC Rb. at 6.

23 Manrique Sb. at 4.

24 Manzique Sb. at 4.

25 Manrique Sb. at 4.
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Iv.

Q-

RESPONSE TO RUCO'S COST OF CAPITAL ANALYSIS

PLEASE RESPOND TO MR. RIGSBY'S TESTIMONY THAT THE USE OF

GEOMETRIC MEANS AND INCOME RETURNS IS APPROPRIATE

BECAUSE THIS INFORMATION IS AVAILABLE TO INVESTORS.

A.

1
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Rather than focusing on what method is conceptually correct,26 Mr. Rigsby

contends that if an investor has information available, such information should be

used to detennine the Company's cost of equity even if its use is improper.

Mr. Rigsby further asserts, for example, that Value Line calculates both historic

and prospective growth rates on a geometric or compound growth rate basis." But

the Value Line instructions do not explain how Value Line's projections of future

growth are actually determined, nor would an investor know what type of average

is being used. If the test is simply whether investors have information available,

and not whether its use is conceptually correct, then the Commission's prior

rej section of methods such as the risk premium method and the comparable earnings

method in past cases was improper. In that case, the Commission stated that the

risk premium methodology is based on a "comparable earnings" method that "has

long been discredited."29

method and, under the logic of Mr. Rigsby, the Commission should have

considered it.

Moreover, there are types of information and methods that the Commission

should also consider if it were to accept the arguments of Mr. Rigsby. For

example, Value Line reports projected returns on equity (2012 through 2014) for

Even if true, however, an investor may still rely on that

26 Bourassa COC Rb. at 18.

27 Rigsby Sb. at 16.

28 See Arizona Water Company Decision No. 68302 (November 14, 2005) at 37-38.
29 Id. at 37.
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the water utility group and the gas utility group used by Mr. Rigsby in his cost of

capital analysis have projected returns of 11.8 percent and 11.2 percent,

respectively.

The projected Value Line returns are shown below.

RUCO Water Utility Sample Group

Stock
Symbol

AWR

WTR

CWT

SWWC

Company

American States Water Co.

Aqua America

California Water Services Group

Southwest Water Company

Average

Value Line Projected
Book Retu81
on Equity

12.0

11 .5

12.0

8.0

10.9

RUCO Gas Utility Sample Group

Stock
Symbol

Value Line Proj acted
Book Retu3t}1
on Equlty

14.0

9.5

11 .0

10.0

12.0

11 .0

12.5

13.5

8.0

AGL

ATO

LG

NJR

GAS

NWN

PNY

SJI

SWX

Company

AGL Resources, Inc .

At nos Energy Corp.

Laclede Group, Inc.

New Jersey Resources Corp.

Nicor, Inc.

Northwest Natural Gas

Piedmont Natural Gas Company

South Jersey Industry

Southwest Gas Corp.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

30 Value Line Investment Survey October 23, 2009.
31Id.
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Stock
Symbol

Value Line Projected
Book Retugx
on Equity

WGL

Company

WGL Holdings, Inc.

Average

10.5

11.2

Value Line's forecasts are widely available and would be considered by

investors in evaluating an investment in those utilities. In fact, Mr. Rigsby

specifically selected the four water utilities for his proxy group for LPSCO because

Value Line provides long-term estimates of those utilities' return on common

equity." Therefore, if the principal criterion for deciding whether to consider a

particular equity cost estimate is its availability to investors, the Commission

should use Value Line's projected average return of 10.9 percent to estimate

LPSCO's cost of equity.

Moreover, there are other types of information and methods that the

Commission should also consider if it were to accept the arguments of Rigsby. For

example, Value Line reports projected returns on equity for the larger water

utilities in the Staff water utility sample group, American States Water, Aqua

America and California Water. For the period 2012 through 2014, Value Line

currently projects an average return on equity of 11.8 percent." Arguably,

Southwest Water is not comparable to LPSCO or even to the other water utilities in

Mr. Rigsby's sample group. It derives less than 50 percent of its revenues from

regulated utility services whereas the other three utilities on average derive nearly

89 percent of revenues from regulated activities.34 Value Line's forecasts are

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

32 See Direct testimony of William A Rigsby ("Rigsby Dt.") at 21 .
3-3 Value Line Investment Survey October 23, 2009.

34 Based on information contained in AUS Utility Reports, December 2009 .
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widely available and would be considered by investors in evaluating an investment

in those utilities. In fact, Mr. Rigsby specifically selected those four water utilities

for his proxy group for LPSCO because Value Line provides long-term estimates

of those utilities' return on common equity. Therefore, if the principal criterion for

deciding whether to consider a particular equity cost estimate is its availability to

investors, the Commission should use Value Line's projected average return of

11.8 percent to estimate LPSCO's cost of equity.

Similarly, the market-to-book ("M/B") ratios of the sample water utilities

are widely available to the investment community, along with the book values of

those utilities' stocks. Some authorities believe that it is improper to use a market-

based equity return derived by means of the DCF model with an original cost (i.e.,

net book value) rate base when a utility's stock is trading above book value.35

Instead, when an original cost rate base is used, the book value of the sample water

utilities' stocks should be used to calculate the dividend yield to ensure

methodological consistency.36 The average M/B ratio of the sample water utilities

used by Mr. Rigsby is over 1.837, i.e., the average market price of those utilities'

stocks is two times their book value. That means that the dividend yield

calculations made by the parties are understated by over 40 percent. Thus, instead

of being in 3.0 percent to 3.8 percent range for the sample water utility group, the

dividend yield should be 120 to 150 basis points higher, and the parties' DCF

model estimates should likewise be 120 to 150 basis points higher.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

35 See, e.g., Win Whittaker, The Discounted Cash Flow Methodology: Its Use in Estimating a
Utility 's Cost of Equity,12 Energy L.J. 265 (1991).
36 Id. at 281-83 (citing Farmers Union Cent. Each., Inc. v. FERC, 734 F.2d 1486 (D.C.Cir.
1984)).
37 See RUCO Direct Schedule WAR-4, page 2 of 2.
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The bottom line is that investors may use data from investment sources such

as Value Line and Ibbotson incorrectly, as RUCO contends, or erroneously may

assume that Value Line's projected earnings and growth rates are based on

geometric averages. Investors undoubtedly use (and misuse) a  variety of

information in deciding whether to invest in securities. But that does not mean the

Commission should make the same mistakes in determining the cost of capital for

water utilities. For the reasons stated, there is no conceptual basis for using

geometric averages to estimate expected returns on equity. Therefore, the cost of

equity estimates of Mr. Rigsby should be rejected.

Q~ DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
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LIST OF STIPULATED FACTS

Last Rate Filings for:

o Valencia Water Company - Greater Buckeye Division
W -02451A-97-0204, Decision No. 60386 (August 29,1997)

o Valencia Water Company
W-01212A-97-0504, Decision No. 60832 (April 30, 1998)

0 Palo Verde Utilities
No rate filings.
CC&N granted SW-03575A-98-0327, Decision No. 61943
(September 17,1999)

o Santa Cruz Water
No rate filings.
CC&N granted W-03576A-98-0_28, Decision No. 61943
(September 17,1999)

• Pending Global Rate Case (Docket Nos. SW-20445A-09-0077, W-02451A-
09-0078, w-01732A-09-0079, W-20446A-09-0-80, W-02450A-09-0081
and W-01212A-09-0082) (tiled February 20, 2009)

o Global requested 3 year amortization of rate case expense

o  Ne ither Staff nor RUCO oppsgd Global's request

J~ 9 nut' ¢ >llpo§.4,
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Date Ship via JOB # JOB SITE

09/11/08 C28-019

Purchase Order Number Order Date Static Setting

0  f O 09/11/08
Ian I

ItemNumber Description Uhli Pflca Amount

I

I

'1~

CH20ICE PUMP INC InvoicePO BOX 5757
GOODYEAR, AZ 85338

Customer No.: LPSCO
Invoice No.: 12310

Bill To: LPSCO Ship To: Town Weil #5

12725 W. Indian School Road
D-101
AVONDALE, AZ 85323

1 1 200 HP Elem Motor Premium
EFF 480V 3 Phase

13875.00 13875.00

1 1 4 Stage 14 EMM Bowl Assembly
1700 GPM @ 380'

10" X 20' Buttq

8243.00 8243.00

10

14

12

28

1

10

14

12

28

1

708.60

545.00

18.00

69.50

680.00

7086.00

7630.00

216.00

1946.00

680.00

1

1

1

1

1

1

1

1

1

1

1

1

1

1

350.00

2160.00

3827.88

192.00

187.00

5100.00

1450.00

350.00

2160.00

3827.88

192.00

187.00

5100.00

1450.00

1

1

1

1

2.5 X 1.5 X 20' LH Tube & Shaft

10" x 2.5 BW Spiders

2.5 x 5' Oil Tubes

422' .75" Airline Banding
Buckles

Misc Drip Oil, Rope & Packing

Shop Labor (Tube & Shaft)

Sonar Jet.Well

Head Shaft

Strech Tube

Rig Labor to Pull

Crane Labor to Haul Pump to
and from Shop

Rig Labor To Install

Swabbing Well with Condent

5880.00

1425.00

5880.00

1425.00

Invoice subtotal
Sales tax @4.095%
Sales tax @ 2.600%

60247.88
2467.15
1566.44

Thank You



'a

Sep 25 zoos 5:46pm
_mL»

WAYEI

Proyeclsz 14228 Green Tree Dr,

Ram Pipelines LL.<:. bus completed the following. please submll ro the concerned pallas for all l lng. Feel free
10 contact me cl (623) 628-5203 wllh any quesllons. Thank you for you asslslclnce.

From:sld Iiomlraz
Re: Wolff gewlce repair

ALconQultl .
12725w. Indian School Rd. # D vol
lJld'\Hald park. AZ. 85323
AMY Accounts Payable I Donna

Kam Ffpolinca LL-G
10750 w. Mcboweil Road
Suns # F-605
Mondale. Az. 85323
.Office (623)4742226
box 1623) 474-2229

1 EA.
1 EA
1 EA.
V I A .
x eA.

WATER LEAK / Tkoune senor
wAlea $£Rvlcl I lll'AlK
A:rHALr sAwcul/ REMOVE / REPLACE
LABOR /snuck. TOOLS I BACKHOE
IXCAVATE / BACKFILL / comrAcl

HP LF1SERJET FIX

5iHirzg Statement

9/ur/oa

P.D.  v 20827

INVOICE .# 09230801

.r

mrr>0c¥T 0 we

9/25/00

p. 2

suave»vAL $1,»ua.12

excmuslous; PERMITS, TAXI$,ClTY FEBS, BONDS, SYAKJNG, conrucws wma EXISTInG ununls, FINAL
MHLDRNG conuecvaous. morns, PAlN¥ING& SIGNAGE. HAUl~O¥F, 18511NG or axlsrms

RIP RAP, 'IAMPER DEWCBS, ovennmr, MARK ma. um Him WILL
net nom A venncAx wet. Polly& oman, FAVEMENT THICKBR THANT", gl_E6!1ICAI, wons, rAv¢~1em
mAuxeas, onsnslnAmc ¢gN1RQL AND me REMGVEL / nzpuAcwn41 of coracutvr9k 1AwoscAr|ma.

Awvsrmzuls,
urns, srrc\A\. INSURANCE, iv WELLS,

~.

Sincerely.

,I

51d Ramirez/ Rumpipelines L.L.C.

TOTAL 51,423.12

Company Name, / 1 ' 3 " - " " ' " " ' " ' - " ' " " "
Description 1 p62?"`"""""""

§%3@./ w # §Q34Zl._.
Received Date

MGR Aper MGR Approval

~....~..-.»-»..» . . . . . .

3449
GL Code / FWO fl

we;
GL Code / FWO #

.QS;/M
- . ~~_ _,,_,,

!€8osCode
. \ \

.8:£@9 W
: Cost Code

J. »»~. , . . , , _
v

o



many Name: f 5  00

./
7 »

Description

9 4 6 4 .  / o f )'?
PO# Received Data

MGR 9 l l 0 . I, M Approve r

a w * `
e #18 ' H e

I cost Cod¢

' 3  - < 7 > I
8Q<><r> .zimcrz ©<>1 9

) \

*§

34

:/§:l/_¢,2

11"'1

i J

: .n »'i .8
a

1 |

JBfl¥ L14 ¢:u.uu 5:31PM

3"9

;4§4 58>'9<=

W e  L y

;=)°'»' §_ . : l 3 i

#E4

l
l

.

s

wAs

P¥olec!s: l=d~<:v

Rom Plpetlnes l.L.C. hos completed rho ouow . ll49L~/rJayWeak=rv1 prnrzve
submlf vo the concerned porfles lot Bllflng. FeelTr<-.ze to contact me al (623) 628-5203 with any quesllons. Thank
you to: you ossisronce.

From: sad Ramirez
Re: Emergency W/L Repair

ALGONQUIN
)2725 w. Indian School Rd. # D 101
Lilchfleid Pork. AZ. 85323
A!1r\: Accounts Payable

1 IA. emnsaocv wm IIPAH/ ave
I EA. c.o. IJTCHPIBD rAn NIMH/ ouwxxa inc.
I IA. TKOUILI SNOCT we IIAK
lEA. AsrnAL1cur/lwaovn/1'unr.rA1cu
I IA. 'I an-Ann curr n4svAuAnou
E YRDS. num wan
1 IA. IARRACADIS
1 eA. zxcAvAn I IAcKIlu_ I conucr
1 IA. MISC. suns CLEAN Ur .

la HIS. ovmwz MIDI /YRUCKJOOIS / TRASN PUMPS / nAc1oso¢

Ram Fipclince L.L.C_
10750 w. McDowell Roan!
Suite # F-605
Mondale, AZ. 85323
Ofilce (623) 474-2226
Fox (6231 474.2229

H P  L H S E R J E T  F I X
s

I 8 l I ; n 3  é t a t c m c n t

G L C o d e / ? w 0 #

12/23,24/07

r.o. 0 11069

» u v r \ I P I =  a t  1 9 9 A n 7 0 1

FF*IT9JAN 0820U'8

-AISI Code

I 2/26/07

p. 3

4
.=l /3

!!fh8'~*F:'»E_f
T=' i€? i l r . .1

.a&*@48

SUI tOTAl s s m v u a

1 1

ii

won: m \V/l vAxvas was not SUTYING DOWN. TH! Azov: wax voox Qy8 'ION nouns JIISTTO umm
sum IIIAK cAusnu IY me noon UNDH AND Anoovo TH! 'Iv A.c.l», W/L

m me AIDVE IJLUNG DOES r4o1 ancwoz ASPHAIT IUIACBIINY / WILL u DON! AL um hA'fl......»....

zxcwslools= mars, fAx:s,arv nu, norms, srAlar¢c, CONFUCTS arm mnnao UYILITIS, mm
Aowsmzarrs. nunpauo connecnous, MIIIRS, rwmmsx slonAm, PAuL-ow. IBTING or ansnno
zmmlcs. srecuu 1usuuncz, av WHIS. nor Ur, lAwn ncvscns. ovemwsc. RAID mG. om HA! wu
NUI How A VEINCAI. IDGE. roué oavrcn. nvusanmrcxn nun 4", HETIICAK wolx, ravnum
Auucru, On$|tlnAmc comm ANU THE nsuovn / usmcnmzm or oona Of LAnoscArn»4c.

¥o¥A1 $5,799.69
Slncevdy.

sad Rcmiez/ Rom Pipelines LLC.



8
»z
iE

g
9
3

Description

76?9-/ MF o g//Z/
PO#

6) Y/S"

Received Date

MGR prov MGR Approval

aGL dh #

98/1:9 _/Fm $4 I5/)ef/I 4

~J=:y .xo cuzco C-V3<l1¥ 'l'l HI' r.n:>z;r<JL:l r=Ha~; p. 2
( I\

s

9/I6/08

5illirs3 Statement

INVOICE # 09150801
Company Name: L/3/'6

Kam Fipaiincza L.L.C.

18750 w. meD¢w¢l Road
Suite # F-605
Avondale, AZ. essa
Omc9 (623) 474-2226
FOX (623) 474.2229

Azsouraum
12725 w. lndlon School Rd. # D101
Llmhnad P¢Jlk» AZ. 85328
Attn: Accounts Poyubie / Domo

Cost Code

GL Code / FWO #
J

.9 | 2748 -ww4452:)
g Cost Code

Ram pnpennes L.L.c. has completed the foliovvino. Please submit Io the conceriTé3'bE:r1ie§ wrmenw. Mai aw
to cormtcci me ea (623) 628-5208 with my ques1\ons. Uwcmk you for you assistance.

Ham' Sd Rorulnaz
Re: Meter removal I relrxstoil

Pmjoctsr Wigwam P.O. 0 2oa1s

wAmz 9/13/08 as
| 4\ 'I

W * *F
,J

* t -.
\ 3 a  J .

'o . ; ,\;*'
V ml., '

r a. i q .5 .**'~,.. _,_
( ! f' ,Fe. .* .l,,,_,,{_*,U'

I EA.
s IA
lEA.
I EA.
lEA
lEA

4' AAHIR lemmA\ I IEINSTALLAYION
'I eAsxm. nun, 1. sons
corr nm SPACE IQUIPMENI
Ur: PLATES / GENERATOR
ovzxwusr IAYE ADJUSTMENY
LAaon / nwcx. Roms

SUB rorAl $2,096.88

sxclusrotm PIRIWTS, rAxcs,crry fees, IONDS, s1Ax1n<z, CONPUCTS arm IXISTING WIUTIES. nt4AI.
AoJus7A»lm$. aunncuc coxnscnous, MZTERS, pnmmcm s1GnAG!. nAvy~orr. Immune or sasnna
UTIUYIES III Ur, YAMPER DUVICB. ovtxmaf. wAs p96_ DiRY n4A1 WILL

ponce owwcnn, rAvuu:m mlcxzn MAN 4°*, su¢:rn1cA\ wons, mvuaeir
1/uuxs1s, ONSITE TIAPFDC comnoL AND THE IHWOVH/ REPIACEMWT OF cosocnm OR LANDSCAPIING.

I srucxAL INSURANCE, DAY wan,
not HOlD A vz1m»cA1 once,

TOTAL $2,996.88

Slncaeiy,

51a Ramirez I Rom pipelines LLC.



,L
'A

9

*..
E l
Q 3

Fe

:sep zuuu l:1!45PI'1I D

i\
HP LFISERJET FIX
4 I' o

p.2

r

Dove 9/15/08

To' USCG
Arri Justin

I Pwloct Wlqwom r .o.  •  20815 lt4vooc: nmsoem l

wArs\

leA.
N A .
1 lA.
VIA.
E u .
VIA.

ans/on

4" Aura nuaoveu lans1Au.AT1o»4
'U ¢Asxtrs. nursl sou:
CGNRNIU sAcs :Norman
merum / Gaawuan
ovemuz in Aruusrmalr
LAIUI / nucx, room

WIIUTAL as.

1ovAI. 51096.18

NOTE muse levrrw 'ME Aaovl llllHIG NFOIMAUON I we PPIUNB LLc. I'll-InG ¥l'AT!I£nt / WVOOCI
wu u salr1~oAL¢o»4QuIn I DONNA urou vouch Arrnovu.

Sincerely.

The Sid Mon /RamPlpollnesLLC.

own



Company Name: 87)

I

Description

$4/=00./00Vt I w
PO#

9 0 $ 4 /  (

Received Date

9. 8

MGRAppr al MGR Approval

. 3Co / #

%/w-4>rm/.o>¢><//</

4 5 o 1 r' is
" w " u

.1

nr' x.H:sl;t<JI;l t~Hx p. 3
1 1

I-»

9/16/08

w i l l i n g  é t a t e r n c r s t

INVOICE # 09160801

Ram Fipelirrcn L.L.C.

lo7so w. McooweuRood
SURE # F-605
Mondale, AS.85323
ounce (6243) 474»2226
Fox (6231 474-2229

Al;Gonrawn
12725 w. Indianschool Rd. # D 101
urchnekicom AZ. 85323
Attn' AccountPayable I Donna Cost Code

From. Sid Romlrez 4
Re: Trouble shoot /wafer meter I Poet Code

Rom Pipelines L.L.c. hos compbiWam folbmw. Please submIl to the concerned MMes qr Billing. feel free
to contact me of (aN)62B~5203 withany wesnods. lnuuk ye M -_» » _

GL Code / FWO #
'3-§§Voc'>4/w0 .0 <9 so'

Prciecisz Folrwoy / Old Llic:hf3eld Rd. P.O. r 20816
N 8

wA'rEl 9/I5/0!
0¢\

1 **L,=~-4

'Q »...=¢»*

1 £ A.
V u
1 IA.
I EA,

IROIIBL! SHOOT1-w' wAr:n annum vALve
remove / REPAIR Ly." wma suvlcz
l.Aaol / TRUCK, 1ool.s
excAvAte / BACKFILL / cow-Acr

sue TOTAI s582.20

exclusions: PERMITS, ¥AXE$.ClTY FEES. BONDS, STAKING, CONFLICTS WITH mxmwnz UTILITIES, FINAL
Amusvmennrs. au4uur4G conuzcnons. MEYBRS, PAiNTlN9¢ al<:nAG£, NAUL-OFl*, TESIING or saasnus
ummrs, SPeCIAl ll» asulAt4cl. :no WEU3, rAMP DEVICES, DVERTIME. HARD DIG
NOW now A YERTICAI once. I PAVEMENT
MARKERS. ousms11zAn=K: comuox AND me nulovu / nuucvamr of couch OR LANDSCANING.

lu :Am ,oonnrtuuwlu
POUCE orl'scan. nvmem YHICKER THAN 'Q lLECTRI¢AI_ worn,

'IQIA1 $5a2.20

Sincerely.

Sid Rnmltez / Rom Pipelines L.L.C.



Description

944 J• . loin'
PO#

1<3l@8>£L
Received Date

MGR 1 MGR Approval

G / F W O #Is#

'IMAI 40099 ~Oow>1
Cost Code

3-§90<> -I0000036
Cost Code

*~"v <_~

Jun 10 08 101668 s:d Ramirez 623 474~2229 p.8

»

I

6/09/0B

EjUing Staté mcnt

INVOICE # 06090808

Ram Flpefince L.L.C,
10750 w. Mcllcwell Road
Suits # R605
Mondale, Az. 8532.3
Office 16231474»2226
Fox (6231 4744229

Company Name:  (_ m

Ausounuln
12725 w. lndlon School Rd. # D 10)
Ulcht¥8Id pork. AZ. 85323
Attn: Accounts payable I Donna '

From' so Rcmrez
Re' Doutile I" Wooer Sérvlce Trouble She at

GL Coda / FWO #

Rom Pipelines L.L.C. has compleleld the lollowlng. please submit to the concerned poNies For Bnllng. Fed free
to eontoct me al (623) 628203 waif*any questions. Thank you bf you osslslonce.

Projects: 46044607 Desai Slreom wav .

WAT£ R

P.O. # I498381.
6/05/Us

1 EA.
1 en.
1 FA.
l  E A .
1 EA.

1 \/1 n W/L SERVICE TO tAAlt4 IROUBLE SHOCT
1 v." W/I SERVICE REPA!R ,
ASPHALT SAWCUT / REMQVEI. / REHACE AS PER MAG. SPEC.
FXCAVATE / BACKIILL I COMPACT
lABOR / TRUCKJOOLS I4Aca<t4os

Sus TOIAL s t,240.0Q

BXCWSIONS: PERMIYS, rAxes.cmr FEES, BONDS, STAKING. CONPllC1S WITH EXISTING umrmss, FINAL
ADJUSTMENTS. BUILDING CONNECTIONS, mmxs, YAINUNG& $IGNAGE, HAuL»orr, wssnws on zxnnlnc
UTILIIIES, SPECIAI INSURANCE, DRY wuss.
NOT HOLD A VERIIICAL EDGE, router Qrnclsl, PAVEMENT YHICKER THAN 4", emrcrxxcm WORK. PAVEMENT
MARK£RS. onsmz1nAl=r»c CONtROl Ann THE REMOVGL/ R£PlACEMEN¥ or concsere OR LANDSCAPIWG.

RIP RAP, rnuwrex DEVICES, ovénruus, H A l o DIG, DIRT THAT Will

LorAL $1,240,00

Sincerely,

Sid xcmrrez / Ram Plppfirws L.L.C.

|.



MGR Asof

*

ea

12/D6/G7

8illfr55tatem<=mt

INVOICE # 12060701
PFNTDDEC 192807 .... .._.- ---_

Company Name.

Description

9/m ./05137, c>c>Q;7I§

4
:'l, ,7 !<\*\.z'lv¢:lI IJilu$

IKam Fipclinea L-L-C
10750 w, McDowell lwcd
suite n F-605
Mondale. AZ. 85323
Gltlca £:31474-2926
Fax i623l 474.2229

s
I
I

cLc66e/rw0.v iluar Lode

I..
H o 101 42/98 IWW.004W <`

ALGQnQUIN
12725 w, Indian school Rd.
urcnrela ° arx. A7.53323
Alla: Accounts Payable GLCOd8/FWD#

.__ , M 41/422
. 'MsS Cmlté

From: Sid Rovn!rez
tzo- I* Fad meter Box Trouble shoal

Ram Pipelines l..l .C. has complete-1d !hc- lolk>vAr\g. Plaose sLbnrII lo the concerned poll!es 'or air mg, Feel her
ro contocl me al 1623!628-5203 wolf cry quesrons. thunk vol lot you ussiswsnce.

projedsf 15273 w. W hlrforu Ave. r . o .  c 174060
v l A n x 12m/0r7

l E A .
V I A .
l E A .
1 EA.

t' man M88 we TIOUBLBHOOY
Ruvxove I llpAll I mnslAu Amen sox
EXCAVATE / uczmn I cowAcr
lAbOR I1nocx.roou

stlncnA\ $540.W

ozcnnsaonsarswurs.TAXB.CftY FEB. cows. srwuc. CONRICIS WITH faasnnca ummrs,FINAL
ADJUSTMENIS. BUIIDING couuecnons, METEIS, PANIINGI sssnAsr. NAUI.-OH, xsnuo or BMHNG
umnva. sean msunA:4a. DIY w:LLs, nr lAP. TAMPH Dsvvczs. ovzumn t¢Axo mo, DIKTTHATWIIL
NOT HOLD A vsxmcAL BDGE. route OfHC&R. rAver nncacnnwa 4'. nzcuucalwout. PAVEMENT
mnxsns, oust :ume CONTROIAND me REMOVH/ maacauan of CONCRFIE Of LANDSCAPHNG.

1crAL $540.00

Sincerely,

ad Rcxnirez / Ram Pipeflhgg LLC.

g'd ezzz~v¢1>*ez9 Z9JJLUa>J UIQ

E

d4,c">h Jn nm hon

l



Company Name: 423%
Description

@é<'r*J- / 0 0 0 8  i v / o l  s
PO# Received Date

MGR Approval

GL Code / FWO #
3 6 m »- /o<:o8 -AG I6/S'

Cost Code

3-39674/c>00. _ C)

..» I

1/I4/08

l8Ilfn3 5tatcmet1t

INVOICE # 01140802
3,. .;FE806?'W8

Ram l>ip¢linea L.L.C.
1o7so w. McDowell Road
$uI1e # F-605
Mondale, AS.85323
Office (623) 474-2226
Fax (623) 474-2229

MGONQWN
12725 w, lndlon School Rd. x o lot
utchnela com, AZ. 85323
A11 Hz Accounts Payable

From: Sid Ramirez
Re:

Cost Code

L.. O-

GL Code / FWO # f
Wooer Ume RepaV / Lllchlleld Greens I

l~~-.... ._._... ...,...1..__
Rom Pipelines Lr..c. has competed the following. please submit to the concernedporlles for Billing
to contact me or (623) 628-5203wolf any quesllons. honk youfor youosslstonce. .Feelfree

P*0iB¢ts2 cburc¢w= I Uichlield GNIDIB Blvd. £814/9
wAnt

1 pA. ~novlu xnoor wma l.8AK
1 u . ASHIAU cw
1 a . DKFMPTIARRI IIAULOW (we)
I ea. DAnA¢Av¢s
1 lA. MIG! /rwcuoou /IIASDI nuts/ lAcloao¢

vu/u1

syn Sam s Mann

MOM: n¢zAaove wnnovtuwoovvu mcowaruu/woax u¢.4nAmx nnoax., enoauerou Eco
p_* one ro1\Amc AT ¢,*~l¢ sauna...

O61
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Company Name:

Description
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PO# Received Date
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Fox (62:91 474-2229
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LITCHFIELD PARK SERVICE COMPANY
DOCKET NOS. SW-01428A-09-0103 AND W-01427A-09-0104
RESPONSE TO RUCO'S THIRD SET OF DATA REQUESTS

October 2, 2009

Response provided by: Gerald Tremblay

Title : Director of Finance

Company Name: Algonquin Power Income Fund

Address: 2845 Bristol Circle
Oakville, Ontario Canada L6H 7H7

Company Response Number: MIR 3.7

In r espo nse  t o  S t aff Dat a  Request  JMM 1.16  LPSCO ind ica t es  t ha t  " . . . a
reconciliat ion was performed to eliminate any profit  in all plant  costs." Please
provide a narrative description of how this reconciliation was performed and work
papers ( in excel format )  showing how the result s of the reconciliat ion were
calculated.

RESPONSE: As described in the response to data request MJR 3.6 (a), all engineering
services had been charged out  at  market  rates. A det ailed list  o f all capit alized
engineering service labor was created with the charge out rates capitalized compared to
the individual cost flow through rate.

Please see the attached excel file.

Q.

22397091 11
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RESIDENTIAL UTILITY CONSUMER OFFICE'S
RESPONSE TO LITCHFIELD PARK SERVICE COMPANY'S

FOURTH SET OF DATA REQUESTS

Docket Nos. SW-01428A-09-0103 AND W-01427A-09-0104

4.4 On what basis does Ms. Rowell testify (Surrebuttal at 11-15) that LPSCO's
effluent rates "are significantly too low"'?

RESPONSE:

4.4. When compared to potable water rates currently being authorized by the ACC,
LPSCO's current effluent rates are dramatically lower, even though both products
have many of the same uses.



RESIDENTIAL UTILITY CONSUMER OFFICE'S
RESPONSE TO LITCHFIELD PARK SERVICE COMPANY'S

FOURTH SET OF DATA REQUESTS

Docket Nos. SW-01428A-09-0103 AND W-01427A-09-0104

4.1. Why is a 5-year amortization period for rate case expense "more appropriate in
this rate case" as Ms. Rowell claims on p, 7-8 of her surrebuttal?

RESPONSE:

4.1. Since LPSCO has not been in for a rate case in almost nine years, Staff's
recommendation that the amortization period for rate case expenses be five
years instead of three as proposed in Direct Testimony was determined to be
appropriate.

1



Matthew Rowell

ASCII/COPY

PREPARED FOR :

CHRISTINE A. Cr-IAMBERLAIN,
Certified Reporter
Certificate no. 50741

REPORTED BY :

IN THE MATTER OF THE
APPLICATION OF LITCHFIELD PARK
SERVICE COMPANY, AN ARIZQNA
CORPORATION, FOR A
DETERMINATION OF THE FAIR
VALUE OF ITS UTILITY PLANTS
AND PROPERTY AND FOR INCREASES
IN ITS WATER AND WASTEWATER
RATES AND CHARGES FOR UTILITY
SERVICE BASED THEREON.

IN THE MATTER OF THE
APPLICATION OF LITCHFIELD PARK
SERVICE CQMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR
VALUE OF ITS UTILITY PLANTS
AND PROPERTY AND FOR INCREASES
IN ITS WATER AND WASTEWATER
RATES AND CHARGES FOR UTILITY
SERVICE BASED THEREON.

Matter of the Application of Litchfield Park Service Company November 30, 2009

BEFORE THE ARIZONA CORPORATION commIssIon

DEPOSITION OF MATTHEW ROWELL

Phoenix, Arizona
November 30, 2009

9:15 a.m.

RPR

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

No. W-01427A-09-0104

No . SW-01428A-09-0103

£84
fr

8
3

Griffin & Associates Court Reporters 602.264.2230 pgriffin@gri ffinreporters . com



Page 2

INDEX

PAGE

4

WITNESS
MATTHEW ROWELL

Examination by Mr. Wiley

1
2
3
4
5
6
7
8
9

EXHIBITS
10
11
12 Deposition

Exhibits: MarkedDescription
13

No. I
14

Direct Testimony of Matthew Rowell
on Behalf of the Residential Utility
Consumer Office (19 pages)

55
15

No. 2
16

Litchfield Park Sewer Company Water
Reclamation Facilities Strategic
Planning Evaluation Report (21 pages)

86
17

No. 3
18

19
20 No.4

21

Palm Valley Water Reclamation
Facility Phase I Design Report
Prepared for Litchfield Park Service
Company; prepared by PACE (127 pages)

Litchfield Park Service Company 135
Docket Nos. SW-01428A-09-0103 and
W-01427A-09-0104 Response to RUCO's
Second Set of Data Requests (2 pages)

22
No. 5 138Corporate Cost Allocation Based on

2008 Budget (l page)23
24
25

Page 4

1 MATTHEW ROWELL,

2 called as a witness herein, having been first duly sworn,
3 was examined and testified as follows:
4
5 E X A M IN A T I O N
6 BY MR. WILEY:

7 Q, Good morning, Mr. Rowell.

8 A. Good morning.

9 Q, As you know, I'm Todd Wiley, and I'm here

10 representing Litchfield Park Service Company, which we'll

11 call LPSCO during the deposition today in its pending rate

12 cage,

13 Please state your name for the record.

14 A. Matthew Rowell.

15 Q, And who are you employed by and what's your

16 business address?

17 A. I'm employed by Desert Mountain Analytical

18 Services. It's 9808 South 45th Place in Phoenix.

19 Q. And Desert Mountain Analytical Services is your

20 own company which you and your wife own; is that correct?

2 1 A. That's correct.

22 Q, And your wife is Miss Sonn Rowell, who's also a

23 witness for the Residential Utility Consumer's Office in

24 this case, as well; correct?

25 A. That's correct.

Page 3

DEPOSITION OF MATTHEW ROWELL,

was taken on November 30, 2009, commencing at 9:15 a.m., at

the Law Offices of FENNEMORE CRAIG, P.C., 3003 North Central

Avenue, Suite 2600, Phoenix, Arizona, 85012, before

CHRISTINE A. CHAMBERLAIN, a Certified Reporter in the State

ofArizona.
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1 Q. Okay. Have you had your deposition taken before?

2 A. No,I have not.

3 Q. This is your very first deposition?

4 A. It's my first deposition, yes.

5 Q, Okay. Just to be clear and to make it easy, the

6 way the deposition works is question and answer, as I'm sure

7 you are aware. It will be easier if you wait for me to

8 finish my questions and if I wait for you to finish your

9 answers; otherwise, we'll have a transcript that is

10 difficult to read. So as we proceed forward today, let me

11 finish my questions, and I will try to do the same to you;

12 is that fair?

13 A. That's fair.

14 Q, Okay. Did you meet with anyone to prepare for

15 the deposition today?

16 A. Yes.

17 Q, Who did you meet with?

18 A. Miss Wood.

19 Q, Okay. When did you meet with her?

20 MS. WOOD: You know, this is getting - this

21 is attorney-client work product. When we meet, how often we

22 meet is unimportant, and it's privileged.

23 MR. WILEY: Michelle, he's an outside

24 consultant. There's no privilege applicable to experts.

2 s None.

Matthew Rowell Matter of the Application of Litchfield Park Service Company November 30, 2009
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(Pages 2 to 5)
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MS. WOOD: Well,I disagree with you. So go1

2 ahead.

3 MR. WILEY: Well, you'd be wrong. So -

4 MS. WOOD: Well, call the judge if you feel

5 that I'm wrong.

6 MR. WILEY: Maybe we'll have to.

7 MS. WOOD: Go ahead.

8 MR. WILEY: Okay. I mean, this wouldn't be

9 the first time that you've taken positions that are

10 completely unsupported by the law. There is no work product

11 privilege that applies to a testifying expert. Okay? I

12 wasn't really frankly planning on getting into it too much,

13 but I'm entitled to know who he met with, what you discussed

14 today in preparation for the deposition, and what documents

is you looked at. That is asked in every single expert

16 deposition taken.

17 MS. WOOD: You know, Todd, do what you feel

18 is appropriate, but he's not answering any questions about

19 our conversations.

20 MR. WILEY: Okay. We'll take in up with

21 Judge Nodes.

22 MS. WOOD: Thank you.

23 BY MR. W ILEY:

24 Q, Okay. When did you meet with Miss Wood, Matt?

2 s A. Fr iday.

Page 8

1 A. Yes, that's correct.

2 Q, And then, the second set were questions that were

3 geared towards the testimony you had submitted in the case;

4 correct?

5 A. I guess in general terms, that's correct, yes.

6 Q, Okay. And you looked at the two sets of data

7 requests and RUCO's responses, and then, you looked at your

8 direct testimony; is that fair?

9 A. That's fair.

10 Q. Is there anything else that you can recall

11 looking at?

12 A.  No.

13 Q, Okay. And are you going to follow Miss Wood's

14 instructions and not answer any questions thats ask you

15 about what you and Miss Wood discussed onFriday?

16 A. I feel I have to follow Miss Wood's instructions.

17 Q, Are you represented by her as your personal

18 counsel?

19 A. No.

20 Q, Okay. And you're here as an expert witness for

21 RUCO in LPSCO's pending rate ease; correct?

22 A. That's correct.

23 Q, And RUCO hired you as an outside testifying

24 consultant for the rate case; fair"

25 A. That's fair.

Page 7

1 Q, Okay. Did you look at any documents in

2 preparation for the deposition today?

3 A. Yes.

4 Q, What documents did you look at?

5 A. They were RUCO's responses to the two sets of

6 LPSCO data requests. I believe we -- those I know we looked

7 at. We looked at other documents, but I don't - honestly,

8 I can't recall exactly every document we looked at. I

9 believe we looked at the testimony that I wrote

10 Q. Give me your best list of the documents you

11 looked at. All I really want to know, Matt, is what you

12 looked at. Literally, I'm not looking for every single

13 thing you've ever looked at. I want to know what you looked

14 at to prepare for the dept.

15 A. On Friday - well, at a minimum, I know we looked

16 at the two DR responses from RUCO, and we looked at my

17 testimony. I don't recall any other documents.

18 Q, When you say, "the two DR responses," are you

19 talking about RUCO's responses to the second set of data

20 requests?

2 1 A. No. I'm talking about the first set of data

22 requests and the second set of data requests.

23 Q, Okay. So in other words, the first set was the

24 set of questions asking about your prior experiences and

25 testimony and other utility clients; correct?

Page 9

1 Q. Okay. And you're not an employee of RUCO?

2 A. No.

3 Q, And you're not paid by RUCO, except for your

4 hourly fees incurred as an expert witness; agreed?

S A. That's true.

6 Q, And you've been hired by RUCO as a testifying

7 consultant witness in this rate case; correct?

8 A. That's correct.

9 Q, You're not a consulting witness. You're actually

10 a testifying witness; agreed?

1 1 A. Agreed.

12 Q, Do you know the difference between a consulting

13 witness and a testifying expert?

14 A. I've never been asked that question before.

15 Q, Do you know the difference as we sit here?

16 A. No.

17 MR. WILEY: Okay. Okay. Michelle, is it

18 still your position that you're going to instruct him not to

19 answer questions about what you guys discussed on Friday?

20 MS. WOOD: If you have something you want me

21 to look at that demonstrates the legal position you're

22 taking, I'd be happy to look at it. I will profess I don't

23 do a huge number of the depositions because I practice

24 administrative law, and I think that would be true for

25 virtually everybody in the room

Matthew Rowell Matter of the Application of Litchfield Park Service Company November 30, 2009
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1 MR. WILEY: Okay.

2 MS. WOOD: So - but If you have something

3 for me to look at, l'd be happy to look at it.

4 MR. WILEY: Let me make a representation to

5 you, Michelle. Mr. Rowell Is an outside testifying expert

6 witness. There Is no work product or pdvllege that applies

7 to him. Okay? l wasn't planning on asldng too much. l

8 just generally wanted to know what you guys discussed In

9 preparation for the deposition today.

10 I will also tell you that that's asked of

11 every expert witness that testifies In almost all civil

12 eases is you ask them who they met with, what they

13 discussed, what documents they reviewed.

14 MS. WOOD: l don't have a problem with you

15 asking him who he met with. l don't have a problem with you

16 asking what documents he reviewed to prepare for this. But

17 the words out al' my mouth, l believe, are attorney-dient

18 privilege, because he Is retained by my client to provide

19 eonsultatlon and testimony.

20 MR. WILEY: Okay. So that's the basis for

21 your objection on the record; is that fair?

22 MS. WOOD: It is at this juncture. l will

23 look over anything that you have that demonstrate your

24 viewpoint and modify it if l review it and determine that it

2 s needs to be done. So -

Page 12

1 Plant; correct?
2 A. That's correct.
3 Q, And the second issue is opinions regarding the
4 allocation of affiliate operating expenses and costs to
5 LPSCO; correct?
6 A. I believe there's more than just opinions, but
7 correct.
8 Q, Okay. And those are the only two issues raised
9 in your direct testimony in terms of specific opinions or

10 testimony from you; correct?
11 A. That's correct.
12 Q, Mr. Rowell, you're an economist by training;
13 correct?
14 A. That's correct.
15 Q, You're not a licensed contractor; agreed?
16 A. Agreed.
17 Q, Okay. You've never constructed a wastewater
18 treatment plant; correct?
19 A. Correct.
20 Q, And you've never operated or worked at a

21 wastewater treatment plant; correct?
22 A. That's connect.
23 Q, Okay. And you're not certified as a qualified

24 operator for a treatment plant; agreed?
25 A. Agreed.

page 11

1 MR. WILEY: Okay.

2 BY MR. WILEY:

3 Q, Mr. Rowell, you've submitted direct testimony on

4 behalf of RUCO in the rate case; correct?

s A. Correct.

6 Q, Okay. Let me show you what I'll have the court

7 reporter mark as Exhibit l.

8 (Deposition Exhibit No. 1 was marked for

9 identification.)

10 BY MR. WILEY:

11 Q. Looking at Exhibit No. l, Mr. Rowels, Exhibit

12 No. 1 is your direct testimony submitted on your behalf for

13 RUCO in the rate case; correct?

14 A. It does appear to be, yes.

15 Q, Okay. And you've essentially been asked to

16 submit testimony on two issues in the rate case, the list

17 issue being d in and construction problems at the Palm

18 Valley Water Reclamation Plant; correct?

19 A. I don't know if that's technically correct, no.

20 Q, Okay. What's not correct about that?

21 A. You said l've been asked, and l don't think-

22 Q, Okay. Let me rephrase that, then.

23 Essentially, you've submitted direct

24 testimony on two issues in the rate case, the list issue

25 being design and construction problems at the Palm Valley

Page 13

1 Q, You also haven't actually visited or inspected

2 the Palm Valley Plant that's owned and operated by LPSCO;

3 correct?

4 A. That's correct.

5 Q, And you're not a registered engineer; correct?

6 A. That's correct.

7 Q. And you've never, in fact, engineered or designed

8 a wastewater treatment plant; correct?

9 A. That's correct.

10 Q, Okay. Have you ever actually looked at any

11 engineering plans for a wastewater treatment plant?

12 A. Not thats recall, no.

13 Q, And you didn't look at the engineering plans for

14 the Palm Valley Plant as it was originally constructed in

15 2003; correct?

16 A. That's correct.

17 Q, And you didn't look at any of the engineering

18 plans for the 2008 upgrades that were installed at the Palm

19 Valley Plant in 2008; agreed?

20 A. Agreed.

21 Q, Okay. Mr. Rowell, given that you're not a

22 certified engineer, you're not a licensed contractor and

23 you're not a certified operator, wouldn't you agree with me

24 that you don't have any qualilicatlons to give opinions

25 regarding design errors at the Palm Valley Plant?

Matthew Rowell Matter of the Application of Litchfield Park service Company November 30, 2009
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1 A. I don't believe I've offered any independent

2 opinions about design errors at the Palm Valley Plant.

3 Q. Okay. What have you offered with respect to

4 design errors at the Palm Valley Plant if you haven't

5 offered independent opinions?

6 A. Regarding the design errors, I've merely taken

7 the opinions expressed by Mr. Sorensen in his testimony.

8 Q, So in other words, all you've done is basically

9 repeat Mr. Sorensen's testimony on what you view as design

10 errors at the plant; agreed?

1 1 A. That, along with reading the - I think the MES

12 report on those issues.

13 Q, So in other words, Mr. Rowell - and correct me

14 if I'm wrong here -- but essentially what you're saying is

15 that all you've done in your testimony on the design and

16 construction errors is restate Mr. Sorensen's testimony and

17 restate the statements from the McBride Engineering Report;

18 fair?

19 A. That's fair.

20 Q, Okay. And you haven't formed any independent

21 opinions otlyour own with respect to any design or

22 construction problems at the plant; agreed?

23 A. That's true, yes.

24 Q, And, in fact, you wouldn't have any

25 qualifications to render any opinions about design or

Page 16

1 don't remember the details off the top of my head.

2 Q, Would it be fair to say that the only things

3 you're relying on for your opinions about the design and

4 construction problems at the plant are Mr. Sorensen's

5 testimony and the McBride report; correct?

6 A. That's fair, yes.

7 Q, And you already answered that ..

8 A. I believe I did.

9 Q. - correct?

10 A. Yes.

1 1 Q, Okay. Remember to let me finish or we'll -

12 A. Sorry.

13 Q, - talk over one another. You did it right

14 there, too.

15 If Mr. Sorensen, in his rebuttal testimony,

16 comes back and clarities what he was saying about the design

17 and construction problems at the plant, you would have to

18 agree with what he restates on rebuttal testimony; agreed?

19 MS. WOOD: Objection. Speculation. We don't

20 know what he's going to say, and we don't know whether or

21 not we would agree with that.

22 BY MR. W ILEY:

23 Q, If - well, go ahead and answer the question.

24 A. I can't speculate on - you know, without

25 actually seeing the testimony, I can't answer that question.

Page 15

1 construction problems at the plant; agreed?

2 A. Agreed, yes.

3 Q. And that's because you're an accountant and not a

4 contractor, engineer or operator of a wastewater treatment

5 plant; fair?

6 A. That's fair enough, yes.

7 Q. Okay. In your testimony you raise issues about

8 design ._ alleged design and construction problems at the

9 plant. Tell me specifically on what basis you are giving

10 testimony about the design and construction problems at the

11 plant .

12 A. I don't understand what you mean by "basis."

13 Q, Let me rephrase it this way. What are you

14 relying on in giving your opinions about the design and

15 construction problems at the plant?

16 A. Again, I don't believe I've given my opinions

17 about the design and construction errors at the plant.

LB Q. Do you have any opinions about the design and

19 construction errors at the plant?

20 A. Well, the evidence that I've reviewed indicates

21 that there are design and construction problems at the

22 plant.

23 Q, Okay. What design and construction problems are

24 there at the plant? Tell me specifically.

25 A. I'd need a copy of the McBride report to - I

Page 17

1 Q. If, on his rebuttal testimony, Mr. Sorensen

2 testifies that there were no design errors at the plant and

3 the 2000 in upgrades (sic) were related to additional

4 modifications and upgrades to the plant, you would have to

5 agree with Mr. Sorensen's testimony; wouldn't you?

MS. WOOD: Objection. Speculation. Go ahead

A. No, Idon' t .

MS. WOOD: Do you? Okay. don't. Thank

6

7 and answer if you can.

8 THE WITNESS: Well, that would put us all in

9 a very odd position because believe his direct testimony

10 indicates there were So if his rebuttal testimony

11 indicates that there weren't -

12 BY MR. W ILEY:

13 Q, Do you have Mr. Sorensen's direct testimony with

14 you?
15

16

17 you.
18 BY MR. W ILEY:

19 Q. Okay. Mr. Rowell, you just mentioned something

20 about Mr. Sorensen's testimony. I've provided you with a

21 copy of the direct testimony of Greg Sorensen dated March 6,

22 2009; correct?

23 A. That's correct.

24 Q, And this is the testimony that you reviewed in

25 preparing your direct testimony in this case; correct?
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Page 18

1 A. That's correct.

2 Q. Okay. Show me in this testimony where

3 Mr. Sorensen says that there were design errors at the Palm

4 Valley Plant.

s A. Give me a minute. Actually, I might just - I

6 believe the page number reference is in my testimony, so -

7 Q. Page 7, if it helps, I think

8 A. thought there was a page number referenced in

9 my testimony.

10 MS. WOOD: Are you talking about page 7 of

11 Sorensen's testimony or are you talking about page 7 of

12 Mr. Rowell's testimony?

13 MR. WILEY: Take that off.

14 All I was saying, Michelle, I'm talking about

15 Sorensen's testimony, but I was just referencing the page 7

16 to make things go faster.

17 Ms. WOOD: Okay.

18 MR. WILEY: You don't need to put that on.

19 THE REPORTER: None of this right here?

20 MR. WILEY: Well, unless Michelle wants it on

21 there. I  _

22 MS. WOOD: think the record should be what

23 the record is.

24 MR. WILEY: Typically, what happens is on

25 procedural stuff like that, you take it off the record,

Page 20

1 upgrades to achieve an acceptable level

2 of reliability, end quote.

3 Is that correct?

4 A. That's correct.

5 Q, Okay. So what you did here is you read that

6 sentence, and you concluded, based on that sentence, that

7 there was design errors in the original plant; is that fair?

8 A. Based on that sentence and the McBride

9 Engineering report.

10 Q, If Mr. Sorensen, in his rebuttal testimony, comes

11 back and clarifies that what he meant by that sentence was

12 not that there were design errors in the plant, but that

13 there were change conditions that necessitated upgrades and

14= modifications to the plant, you would have to defer to

15 Mr. Sorensen on that issue; agreed?

16 MS. WOOD: I already objected as to

17 speculation.

18 BY MR. VVILEY:

19 Q, Agreed?

20 A. Not necessarily. I mean, it would depend on

21 the - it would depend on the explanation of these changed

22 circumstances.

23 Q, You've relied on Mr. Sorensen's testimony in

24 submitting your opinions on design and construction

25 problems; agreed?

Page 19

1 Michelle, and you just simply --

2 MS. WOOD: Your experience is different than

3 mine.

4 MR. W ILEY: Okay.

5 MS. WOOD: You can do whatever you feel

6 comfortable with. It's just, like you said, a procedural

7 thing.

8 BY MR. W ILEY:

9 Q. Mr. Rowell, let me restate the question for you.

10 Show me in Mr. Sorensen's direct testimony

11 where he testified that there were design errors at the Palm

12 Valley Plant as it was originally constructed in 2003.

13 A. I'm looking for it.

14 Q, Mt me rephrase that. As it was constructed in

15 2001 and 2002.

16 A. On page 7 of Mr. Sorensen's testimony, lines 13

17 through 16.

18 Q, Okay. And on lines 13 through 16, what

19 Mr. Sorensen said in his direct testimony was, quote:

20 Additionally, in the summer of 2007,

2 1 the plant had two spill events that

22 confirmed that the plant, as originally

23 designed and constructed by our

24 predecessor owners, was lacking certain

25 redundancy capabilities and needed some

Page 21

1 MS. WOOD: Objection. Asked and answered.

2 He already said he relied on Sorensen's testimony and

3 Mr. McBride's - or McBride's engineering report.
4 BY MR. WILEY:

5 Q, Go ahead and answer.

6 A. I've relied on Mr. Sorensen's testimony and the

7 McBride Engineering report.

8 Q, Okay. And you didn't make any independent

9 investigation of whether there were actually any design

10 errors in the plant; agreed?

1 1 A. Agreed.

12 Q, You didn't consult any engineers; fair?

13 A.  Fai r .

14 Q, You didn't consult Mr. Sorensen or McBride as to

15 what they meant in their testimony or the McBride report;

16 agreed?

17 A. That's true.

18 Q, Okay. You simply read the testimony and

19 concluded on your own that there were design errors in the

20 original plant as constructed; agreed?

21 A.  No.

22 Q, Okay. Well, what else did you do?

23 A. I looked at the McBride Engineering report.

24 Q, Okay. So what you did is you simply read

25 Mr. Sorensen's direct testimony and the McBride Engineering
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Page 22

1 report, and based upon your read of those documents, you

2 concluded there were design errors at the plant?

3 A. That's correct.

4 Q, And that's all you've done in this case with

s respect to verifying and investigating design errors at the

6 plant; agreed?

7 A. Agreed.

8 Q, Does a qualified expert witness typically rely on

9 such statements without an independent analysis in issuing

10 testimony on design or construction problems at a sewer

11 plant?

12 A. I'm sorry. Can you repeat the question?

13 Q, Is that type of analysis typically something that

14 a qualified expert witness does in rendering opinions about

15 design and construction problems at a sewer plant?

16 A. Typically, you examine the documents prow'ded by

17 the company and make judgments based on that.

18 Q, Have you ever before this case given opinions

19 about design and construction problems at any type of

20 utility facility?

2 1 A. Not that I recall.

22 Q, Okay. What type of treatment process does the

23 plant use?

24 A. I don't recall.

25 Q, When was it constructed?

Page 24

1 A. You know, there are several of them detailed in

2 the McBride Engineering report. But sitting here, off the

3 top of my head, I can't recall them.

4 Q, How was the plant originally configured and

5 designed as it was constructed in 2001 and 2002?

6 A. I'm not sure what you're asking.

7 Q, What types of facilities were installed at the

8 plant as it was originally constructed?

9 A. You know, there were a lot of different types of
10 facilities installed at the plant. I'm not -
11 Q, What type of reactors did it have?
12 A. I don't recall the details of the .. of what was
13 there
14 Q. What was the original odor control system?

15 A. I don't recall.

16 Q, Did it have back flushing?

17 A. I don't recall.

18 Q, What type of treatment process were used at the

19 plant as originally constructed?

20 A. I don't recall.

2 1 Q, What engineering standards applied to the Palm

22 Valley Plant when it was originally constructed?

23 A. I don't know.

24 Q, Do you agree that the plant as originally

25 designed and constructed met ail engineering, design and

Page 23

1 A. It went into service, I believe, in '01 or '02.

2 Q, Who built the plant?

3 A. I don't low who actually built the plant. It

4 was built under the direction of the previous owner, which

5 was SunCor.

6 Q. Can you name the contractor that built the plant?

7 A. No, not off the top of my head.

a Q, Who designed the original plant?

9 A. I don't recall.

10 Q. Did you review the original Phase I design report

1 1 provided by Pacific Advance Civil Engineering for the Palm

12 Valley Plant?

13 A. I don't believe so.

14 Q, So in other words, you are giving testimony about

15 design and construction problems with the plant, but you

16 didn't actually review the original design and engineering

17 report for the plant; agreed?

18 A. Agreed.

19 Q, Did you contact the original general contractor?

20 A .  N o.

2 1 Q, Did you contact PACE Engineering?

22 A .  N o.

23 Q, And I asked you this question before,but I want

24 to ask it again. What specifically are the design errors at

25 the plant that you believe existed?

Page 25

1 construction standards applicable to wastewater treatment

2 plants? Do you agree with that?

3 A. I have no reason to believe otherwise.

4 Q, So you would agree with that; correct?

s A. I have no reason to believe otherwise.

6 Q, Okay. But you're averting my question, Matt. Do

7 you agree that the plant as originally constructed met all

8 applicable engineering, construction and design standards

9 applicable to wastewater treatment plants; yes or no?

10 MS. WOOD: I think I'm going toobject. Lack

11 of foundation. You've already asked him whether or not he

12 has any engineering background. He said he doesn't. So I'm

13 not quite sure why you would think he would have the

14 capacity to give an opinion about meeting engineering

15 standards when he doesn't have that background.

16  BY MR.  W ILEY:

17 Q, I guess I would agree with Miss Wood in the sense

18 that she just said that you have no foundation and

19 qualifications to give opinions about design and

20 construction standards. But answer the question. Yes or

21  no?

22 A. Well, my answer would be, I don't know.

23 Q, You understand that the plant as originally

24 designed and constructed was reviewed by the Arizona

25 Department of Environmental Quality and the Maricopa County
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1 Environmental Services Department; correct?

2 A. That's correct.

3 Q. And both of those entities reviewed the

4 engineering and the as-built construction of the plant;

5 agreed?

6 A. That's typical, yes.

7 Q. Okay. And both of those entities approved the

8 plant as designed and constructed; correct?

9 A. I have no reason to believe they didn't.

10 Q, That's your understanding; isn't it?

1 1 A. That's my understanding. I haven't, you know,

12 actually reviewed documents from those two entities to

13 verify that. But by virtue of the fact that the plant

14 operates or was operating at the time, then, yes.

15 Q, And you also understand and agree that the

16 Aquifer Protection Permit was reviewed and issued by ADEQ;

17 correct?

18 A. That's correct, yes.

19 Q, Okay. And I think we talked over one another, so

20 let me finish my question so we have a clear transcript.

21 You agree that DEQ and Maricopa County

22 reviewed and approved the plant's engineering and

23 construction as it was originally built; correct? Yes or

24 no?

25 MS. WOOD: I think he's already - you've

Page 28

7

1 A. My testimony is that the design and construction

2 problems existed, and they necessitated significant upgrades

3 during the test year, and that there's a fairness issue

4 regarding whether the customers of the company should be

5 required to pay 100 percent of the cost of the upgrades that

6 were necessitated by the design and construction problems.

Q, Why is there a fairness issue with that?

8 A. Because utilities have an obligation to build a

9 plant that - to build a plant that doesn't lead to

10 excessive costs in the future. In other words, I mean, to

11 put it bluntly, you know, the plant should have been built

12 correctly in the first place. Had the plant been built

13 correctly in the first place, these test year additions

14 would not have been necessary.

15 Q, Tell me specifically, Mr. Rowell, on what basis

16 do you think the plant was not built sufficiently in the

17 list place? What engineering standards were violated?

18 MS. WOOD: think that's already -

19 objection. Asked and answered.

20 BY MR. W ILEY:

2 1 Q, Go ahead and answer, Matt.

22 A. What engineering standards? don't know if

23 any -I mean, well, I'm not sure exactly what you mean by

24 "standards" or by "engineering standards," so -

25 Q, Well, you told me that you think the plant should

Page 27

1 already asked, he's already answered that, and he says he

2 has not reviewed those documents, but he doesn't have a

3 reason to question it.

4 BY MR. W ILEY:

5 Q, Yes or no, Matt?

6 A. Yes.

7 Q, And DEQ and Maricopa County typically conducts a

8 review of the engineering and designs for a plant; agreed?

9 A. Agreed.

10 Q. You agree that the plant as originally

11 constructed is used and useful for utility purposes; fair?

12 A. That's fair, yes.

13 Q. And you also agree that the 2008 upgrades that

14 were installed by LPSCO are used and useful; correct?

15 A. As far as we can tell, yes.

16 Q. Okay. And your issue is that your .. in your

17 testimony you raise some issues about potentially excessive

18 or duplicative costs related to the 2008 upgrades; correct?

19 A. Well, I don't think that's a fair

20 characterization of my testimony, no.

2 1 Q. Okay. So tell me what is a fair

22 characterization, then.

23 Let me ask it to you this way, then,

24 Mr. Rowell. What is your testimony about the design and

25 construction problems at the plant?

Page 29

1 have been built a different way in 2001 and 2002; correct?

2 Isn't that what you're saying?

3 A. Based on my reading of the McBride Engineering

4 report and Mr. Sorensen's testimony.

5 Q, And yet, the plant as originally constructed met

6 all applicable engineering, design and construction

7 standards; agreed?

8 A. Well, I don't know if it met all applicable

9 standards. It met the standards -- it met ADEQ and the

10 County's standards, that's - I'll agree with it.

1 1 Q. Did it meet the MAG guidelines on construction of

12 public works projects?

13 A. (No audible response.)

14 Q. Don't look at her. The question's to you,

15 Mr. Rowell.

16 MS. WOOD: I think he was looking to me

17 because I was going to proffer up an objection. One, he's

18 already answered all of these questions; and two, you

19 haven't demonstrated that he has the foundation for this

20 particular question.

2 1 MR. W ILEY: If you will stipulate, Michelle,

22 that Mr. Rowell does not have the foundations and

23 qualifications to give testimony about the design and

24 construction problems at the plant, I won't ask anymore

25 questions on this.
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1 MS. WOOD: We've never alleged that he did,

2 Mr. Wiley. What we've said is based on Mr. Sorensen's

3 testimony and the opinions of your own engineers, which we

4 would assume the client - your client hired somebody who

s was qualified and did know the standards. And if they

6 profess that this facility does not meet the standards,

7 then, we don't see any reason why Mr. Rowell can't rely on

8 that opinion.

9 So he's not professing to have an independent

10 opinion. He's already told you he relied on the opinion of

11 Mr. Sorensen and McBride Engineering.

12 BY MR. W ILEY:

13 Q, Mr. Rowell, let me ask it to you this way. You

14 said before that, essentially, the basis for your testimony

15 on the design and construction problems is that you reviewed

16 Mr. Sorensen's testimony and the McBride report, and that's

17 all you've done; correct?

18 A. The review of those two documents is what my

19 recommendation is based on.

20 Q, Don't those documents speak for themselves?

21 A. Well, yes, I believe they do.

22 Q, So why do we need your testimony on those issues

23 when either the judge or the commissioners can simply read

24 Mr. Sorensen's testimony and McBride's Engineering report"

25 A. Well, my testimony goes to the - you know, the

Page 32

l and the Palm Valley Plant after the plant already had been

2 designed and constructed by the prior owner of LPSCO; fair?

3 A. Yes.

4 Q. Okay. And according to Mr. Sorensen's direct

5 testimony, there were two spill events that occurred in

6 2007; correct?

7 A. I believe so. I don't remember the exact date of

8 the spill events, but -

9 Q, Did you investigate the cause of those 2007

10 spil ls at the plant?

1 1 A. No, I did not.

12 Q, Do you know whether they were caused by design

13 problems at the plant or operational issues at the plant?

14 A. I can't say, no.

15 Q, Do you know who Pacific Advance Civil Engineering

16 is?

17 A. They're an engineering lim that's done some work

18 for  Lpsco.

19 Q, Would you agree that they're a qualified and

20 reputable engineering firm?

21 A. I have no reason to believe otherwise

22 Q, Are you aware of any notices of violation

23 regarding the Palm Valley Plant?

24 A. No, I'm not.

25 Q, Okay. To summarize, Mr. Rowell, you're not a

Page 31

1 ratemaking treatment that, you know, is appropriate based on

2 Mr. Sorensen's testimony and the McBride Engineering report.

3 Q, And what you've done in assessing the ratemaking

4 treatment is you've assumed there were design and

5 construction problems at the plant; correct?

6 A. I don't believe "assume" is the correct word.

7 Q, What's the correct word, then?

8 A. Well, as you said, the testimony and the McBride

9 Engineering report speak for themselves. My reading of

10 those two documents is that there were design and

11 engineering problems at the plant. Or design and

12 construction.

13 Q, Do you agree that the decision to build the 2008

14 upgrades at the plant was a prudent decision?

15 MS. WOOD: Objection. Lack of foundation.

16 You haven't demonstrated that he has anything upon which to

17 base that opinion.
18 BY MR. W ILEY:

19 Q. Answer the question.

20 A. I didn't review those decisions from a prudence

21 perspective

22 Q, You understand that Algonquin - I'll use

23 Algonquin instead of Liberty Water, because the documents

24 reference Algonquin.

2 s You understand that Algonquin acquired LPSCO

Page 33

1 qualified engineer or contractor?

MS. WOOD: Objection. Asked and answered.2

3 BY MR. W ILEY:

4 Q, You've never inspected the Palm Valley Plant,

5 you've never reviewed the original designs or plans for the

6 Palm Valley Plant, and you've never operated a wastewater

7 treatment plant; correct? •
MS. WOOD: Objection. Asked and answered at8

9 least three or four times.

10 BY MR. W ILEY:

1 1 Q, Correct?

12 MS. WOOD: If you continue to go this way

13 with repeated questions, we're going to assume it's for the

14 purposes of harassment, and we're going to leave

15 BY MR. W ILEY:

16 Q. Correct?

17 A. That's correct, yes.

18 Q, Okay. You also don't low exactly what design

19 errors, if any, existed at the Palm Valley Plant as

20 originally designed and built; fair?

2 1 MS. WOOD: Objection. Asked and answered.

22 THE WITNESS: Sitting here today, I can't

23 recite them off the top of my head, but they are outlined in

24 the McBride Engineering report,

25 / / /
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Page 34

1 BY MR. WILEY:

2 Q, Okay. What upgrades did LPSCO install at the

3 plant in 2008?

4 A. Again, sitting here today, I can't list off every

5 upgrade they installed in 2008.

6 Q, Okay. Tell me specifically which of those

7 upgrades resulted in excessive or duplicative costs to the

8 ratepayers.

9 A. It's not any one particular upgrade in particular

10 that's an issue from a ratemaking perspective here

11 Q, Why not?

12 A. Well .-

13 Q, Let me ask it this way, Mr. Rowell. How can you

14 make recommendations on reduction from a rate base for

15 design errors without analyzing what specific design errors

16 were at the plant and how much those design errors cost?

17 A. I've relied on Mr. Sorensen's testimony.

18 Mr. Sorensen testifies that $7 million worth of improvements

19 were necessitated by the design errors.

20 Q, Okay.

21 A. So we have a $7 million number. I don't know

22 that any additional analysis is necessary.

23 Q, Of those $7 million in upgrades, which of the

24 items included in that $7 million were the result of design

25 errors at the plant?

Page 36

I'm turning it off.

Put it on silence.

Can you repeat the question

1 A. Excuse me.

2 Q. That's okay.

3 ms. WOOD:

4 because he was distracted?

5 laIR. WILEY: Do you want to reread the

6 question?

7 (Record read: Page 35, lines 23 through

8 Zs.)

9 MS. WOOD: Objection. Speculation.

10 THE WITNESS: Well, again, I'm not relying

11 exclusively on Mr. Sorensen's testimony. There is the

12 McBride Engineering report.

13 BY MR. WILEY:

14 Q~ Okay.

15 A. But yes, we'd have to take Mr. Sorensen's

16 rebuttal into account when we decide what position to take

17 in our - is it our surrebuttal or is it our rebuttal?

18 MS. WOOD: Surrebuttal.

19 THE WITNESS: Surrebuttal. In other words,

20 you low, of course I'm not going to ignore Mr. Sorensen's

21 testimony - Mr. Sorensen's rebuttal testimony.

22 BY MR. WILEY:

23 Q, How much would those 2008 upgrades have cost if

24 they were put in with the original plant in 2001 and 2002?

25 A. We don't low that.

Page 35

1 A. I interpret Mr. Sorensen's testimony to indicate

2 that all of them were.

3 Q, Okay. And again, if Mr. Sorensen clarifies on

4 rebuttal that that's not what he was saying in his

5 testimony, you would have to defer to Mr. Sorensen; agreed?

6 MS. WOOD: Objection. Speculation. Answer

7 it if you can.
8 THE WITNESS: Well, yeah. I mean, it's a

9 difficult question to answer without seeing, you know, this

10 potential future testimony. But I'll say, it's certainly

11 appropriate to keep an open mind. I mean, with any issue in

12 a case like this, you read the rebuttal; and if the rebuttal

13 is persuasive, you can change your recommendations.

14 BY MR. WILEY:

15 Q, I guess where I'm getting at, Mr. Rowell, is you

16 haven't done any independent investigation of your own

17 regarding the design and construction issues; correct?

18 MS. WOOD: Objection. Asked and answered.

19 (Interruption in the proceeding.)

20 BY MR. WILEY:

21 Q, We've already established that; correct?

22 A. That's correct.

23 Q. So if you're relying on Mr. Sorensen's direct

24 testimony in providing your opinions, you would also have to

2 s rely on his rebuttal testimony; agreed?

Page 37

1 Q, Have you attempted to investigate what those

2 upgrades would have cost had they been installed in 2001 and

3 2002?

4 A. No.

5 Q, If they would have cost roughly the same in 2001

6 and 2002 as they did in 2008, you would agree that there's

7 no harm to ratepayers; fair?

a A. No.

9 Q, Why not?

10 A. Depreciation.

11 Q, Okay. Explain what you mean by "depreciation."

12 A. The plant would have depreciated between the

13 '01-'02 time frame and the test year.

14 Q, Okay. So how would that have harmed customers?

15 A. Well, the depreciation would have benefited

16 customers.

17 Q, Okay.

18 A. Let's put it that way. The rate base would have

19 reduced.

20 Q, Can you give me an idea of how much $7 million in

21 upgrades installed in 2001 and 2002 would have depreciated

22 through 2008?

23 MS. WOOD: Objection. It's speculation.

24 He'd have to low what the nature of those improvements were

25 to tell the depreciation rates. Do you have them?
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page 38

1 MR. WILEY: He's the o e testifying about the

2 2008 upgrades, Michelle.

MS. WOOD: You can answer if you can.3

4 BY MR. WILEY:

5 Q. You just testified, Mr. Rowell, that you believe

6 customers were harmed because they didll't get the benefit of

7 the depreciation; correct?

a A.  No.

9 Q, Okay. Well, what were you saying, then"

10 A. I was saying based on your, you know, your

11 counterfactual example, they would have been - they would

12 have been - well, repeat the question. I'm sorry.

13 Q. Okay. Let's back It up a minute. You said

14 earlier that you don't know how much the 2008 upgrades would

15 have cost had they been put In with the original plant In

16 2002; correct?

17 A. That's true.

18 Q, Okay. If they had been put In In 2002,

19 ratepayers would still have had to pay the costs of those

20 upgrades as installed with the original plant; agreed?

21 A. Well, I mean, this might be nltpleldng, but If

22 they were Installed with the original plant, I don't believe

23 we could refer to them as upgrades.

24 Q. Far enough. But what I'm saying, If they -

25 A. But I understand your equation, but -
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1 upgrades been Included with the original plant"

2 A. Sitting here today, l can't calculate the

3 depreciation expense. Or not expense, but the depreciations

4 that would have been incurred over those years.

5 Q. So as we sit here today, you can't tell me

6 whether customers would have been harmed by depreciation or

7 not; fair?

s A. Oh, no. That's not fair. There dellnltely would

9 be depreciation.

10 Q. Okay. So tell me what harm the customers would

11 have incurred in that situation.

12 A. And again, which situation are we talking about?

13 Q, ll' we assume the upgrades were included with the

14 original plant In 2002, what harm would customers have

15 incurred with respect to depreciation as opposed to

16 Including the upgrades in 2008?

17 A. I think there's a fundamental misunderstanding

18 here. There would be no harm resulting from depreciation.

19 The depreciation would be a benellt to the customers.

20 Q. Okay. What benefit specllically would

21 depreciation have given to the ratepayers had those upgrades

22 been included in the original plant?

23 A. I hay 't calculated that number.

24 Q. Based upon your experience as a rate analysis

25 (sic), can you give me an idea al' how much benefit would
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1 Q, Okay. Based upon what you just said, if the

2 upgrade were Included in the original plant construction,

3 the plant would be included in rate base 'm its entirety;

4 fair?

5 A. Tllat's fair, yes.
6 Q, Okay.

7 A. Well, minus depreciation.

8 Q, So what harm have ratepayers incurred by

9 including the $7 million in upgrades in 2008 instead of 2001

10 and 2002?

1 1 A. Well, at a minimum, there's a depreciation over

12 the intervening years. And as you've pointed out, we don't

13 low that Rh e d 'gn change that - you know, had they

14 taken place in the '01-'02 time frame, we don't know that

15 they would have cost $7 million. So potentially, there

16 could have been - you know, potentially, it could have been

17 less expensive in '01-'02 than 7 million. So whatever the

i s difference there is.

19 Q, And you haven't invatigated what the cost

20 difference would have bear; correct?

2 1 A. No.

22 Q, Okay.

23 A. Well, yes, it is correct.

24 Q, Right. And can you tell me specifically how

25 ratepayers would have benefited by depreciation had those
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1 have been provided to ray payers In terms of dollars had the

2 $7 mllllon In upgrades been Included In 2002 -

3 MS. WOOD: Objection. Speculation.

4 BY MR. WILEY:

5 Q. - with the original plant'

6 MS. WOOD: Objection. Speculation. l'm

7 sorry. I didn't mean to Interrupt your question.

8 THE WITNESS: You know, to produce a

9 calculation like that, It would take some time. It's not

10 something I could, you know -I can't sit here and do that

11 math.

12 BY MR. W ILEY:

13 Q, Can you give me a ballpark -

14 A.  No.

15 Q, - based upon your - let me llnlsh the question.

16 A. l'm sorry. l thought you were finished.

17 Q. Can you give me a general ballpark of a dollar

la amount that would have hcnelited ratepayers for depreciation

19 had the $7 million in upgrades been included in the original

20 plant"

21 A. No. Again, sitting here today, l'd really just

22 be guessing on what the appropriate depreciation rates are.

23 Q. And you agree, as a consulting testifying

24 witness, you don't want to guess; fair?

25 A.  Fai r .

Matthew Rowell Matter of the Application of Litchfield Park Service Company November 30, 2009

11

*

l

Griffin & Associates Court Reporters 602.264.2230

i
11 (Pages 38 to 41)

pgriffin®gz°iffinreporters . com



Page 42

1 Q, Okay. Now, in your t simony, you recommended a

2 reduction in rate base of $3.5 million for the design and

3 construction errors; correct?

4 A. That's correct.

5 Q, Okay. How did you come up with the $3.5 million

6 number?

7 A. I divided seven million by two.

a Q, Okay. And why did you do that?

9 A. Well, we could have recommended a $7 million

10 disallowance; but again, based on the fact that the company

11 did buy the plant from a previous owner, you know, honestly,

12 it was just some compassion for the company, recognizing

13 their situation.

14 Q, Whose idea was it to deduct $3.5 million from

15 LPSCO's rate base for the design and construction Issues?

16 A. That was my idea.

17 Q, Okay. Did you discuss that with anybody at RUCO"

18 A. Oh, yes.

19 Q, Okay. Who did you discuss that with at RUCO?

20 MS. WOOD: Just a minute.

21 BY MR. W ILEY:

22 Q, It doesn't have to be with Michelle. Who at

23 RUCO - did you discuss that with Mr. Rigsby, Miss Jericho,

24 anybody like that?

25 A. Well, using the term "discussion" broadly, l'd
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1 Q, But you said earlier that the ratepayers would

2 have been paying those costs it' those upgrade were

3 installed with the original plant because they would have

4 been included in rate base with the original plant; correct?

5 A. Oh, no, I did not. If I said that, I was mis -

6 I was not speaking correctly.

7 Q. Have you discussed your direct testimony in this

8 case will anybody for Global Water?

9 A. Absolutely not.

10 Q, What documents or data support your $3.5 million

11 reduction in LPSCO's rate base"

12 A. The same documents we've been discussing, you

13 know, all morning.

14 Q. Are there any other documents that you've relied

15 on with respect to your $3.5 million reduction in rate base"

16 A. No, there aren't.

17 Ms. WOOD: Todd, is now a time where we could

18 take a break?

19 MR. WILEY: You can take a break if you want.

20 MS. WOOD: Is that okay?

2 1 MR. W ILEY: Sure.

22 (Recess taken, I0:07 - l0:l3.)

23 BY MR. W ILEY:

24 Q, Mr. Rowell, let me ask you this. ll' LPSCO or any

25 utility were only allowed to put 50 percent of the 2000 in
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1 say, at a minimum, there was Mr. Rlgsby. I mean, let me

2 give a complete answer and say, a lot of our communication

3 was through e-mail, through, you low, drafts of testimony.

4 Q, Did you perform any specific calculation for the

5 $3.5 million with respect to whether any upgrades installed

6 in 2008 caused ratepayers to incur any additional costs?

' I A. (No audible answer.)

8 Q, Do you understand the question?

9 A. No. The question doesn't -

10 Q, Okay. Let me try it this way. You've deducted

11 $3.5 million from LPSCO's rate base; correct?

12 A. l'm recommending that adj vestment.

13 Q, Yeah. And your recommendation is based on simply

14 taking half al' the $7 million in upgrades; correct?

15 A. That's correct.

16 Q, But you didn't perform any analysis of whether

17 ratepayers incurred $3.5 million in additional costs because

18 the rate - because the upgrades were put in place in 2008

19 instead of 2002; agreed?

20 A. Well, as of today, the ratepayers have not

21 incurred any additional costs.

22 Q, Agreed. I agree with that.

23 A. What we're talking about here is the costs the

24 ratepayers will incur pending the conclusion of the rate

25 case.
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1 upgrades (sic) In a rate base, why would a utility ever

2 upgrade a facility?

3 A. Well, thirst, l'II say that my recommendation Is

4 not that 50 percent of all the upgrades made In the test

s year be disallowed. Just the 7 - just 50 percent of the

s 7 million that Mr. Sorensen ldentilied.

7 Q, Okay.

8 A. You know, there were additional upgrades made in

9 the test year. But second, the recommendation for that

10 disallowance Is based on the specific facts of this case.

1 1  I t ' s not a general recommendation that, you low,

12 disallowances should be made In all instances.

13 Q. If a utility comes along - or let s say a

14 utility owner comes along and purchases a utility with

is preexisting design or construction problems at the plant,

16 and the Commission adopts RUCO's recommendation to take away

17 50 percent of the cost to lax those preexisting problems.

la Why would the new owners of the utility ever Invest in those

19 upgrades if one-half of them are going to be excluded from

20 getting a rate of return'

2 1 A. Well, l'm sorry. What was the - can you repeat

Hz the question" l'm sorry.

23 Q. Okay. Let's try it this way, Mr. Rowell. Let's

24 take LPSCO. Okay? Let's assume that the Palm Valley Plant

25 needs another S10 million in upgrades because there were
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1 some preexisting problems at the plant before LPSCO took

2 ownership of the plant, Okay? Can you make that assumption

3 with me?

4 A. For the sake of the argument, yes.

s Q, Okay. If the Commission is going to set a

6 precedent of precluding one~half of those $10 million in

7 upgrades from being Included in rate base, why would LPSCO

8 or any other utility ever invest capital in those upgrades

9 if one-half of that capital is going to be precluded from

10 earning a rate of raurn?

1 1 A. Well, l'm not an attorney, but I will say l don't

12 believe that the, you know, Commission decisions really have

13 the wait of precedence I do understand that. And more to

14 the point, I don't believe that, you know, my specie

15 recommendation here should apply in :dl instances, and

16 specifically regarding your specific example.

17 I don't - whether the Commission should -

18 you know, let's suppose your example is true and there's an

19 additional 10 million in upgrade that are necessary.

20 Should the Commission disallow 50 percent of those? I'd

21 have to examine that. But I can say that I would not - I

22 wouldn't automatically say that simply based on the

23 recommendations in this case.

24 Q, But you would agree that If a utility is faced

25 with a possibility of one-half of the upgrades, the
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1 intervenor. So I just am uncomfortable with that, and I'm

2 going to state it. And I think you should be uncomfortable,

3 as well. But -

4 MR, WILEY: I'm not even remotely.

s BY MR. WILEY:

6 Q, Anyway, Mr. Rowell, you're aware that Global

7 acquired the West Maricopa Combine utilities; agreed?

a A. I agree with that, butt don't agree with your

9 characterization that that's a good example.

10 Q, I haven't made my characterization yet. Let me

11 make it and -

12 A. Well, yeah, you did state that it was a good

13 example of that.

14 Q, Well, and I'm getting there And several

15 utilities included within the West Maricopa Combine were

16 Water Utility of Greater Tonopah, Valencia Water Company;

17 correct?

18 A. Those are two of them, yes.

19 Q. Right. And Global also acquired Willow Water

20 Company; agreed?

2 1 A. W illow Valley?

22 Q, Yes.

23 A. Yes.

24 Q, Okay. And are you also aware that Global made

25 significant capital investments to improve the
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1

2

3

4

s

6

7

s

$10 million in upgrades that we're talking about here

hypothetically, if LPSCO is faced with a possibility of half

of the capital for those upgrades bing excluded from rate

base, why would LPSCO ever undertake the $10 million

project? It would be a bad business decision; wouldn't it?

A. Well, l'm not going to belabor the point. You're

right. The risk of a possible disallowance would i habit

such investments.

9 Q. And a good example of that would be Global.

10 You're aware tl\at Global acquired the West Maricopa Combo e

11 utilities? You're aware of that; correct?

12 A. I'm aware of that.

13 MS. WOOD: Okay. Wait a minute.

14 THE WITNESS: But I would -

15 MS. WOOD: Wait a minute.

16 Okay. At this point, if you're going to get

17 into issues relating to Global, I'm not an attorney

18 representing Mr. Rowell as a witness for Global. I don't -

19 MR. WILEY: Okay.

20 MS. WOOD: - know what his testimony is. I

21 feel uncomfortable with it because I don't have the

22 permission of Mr. Sabo, who is the attorney representing

23 Global who has retained him, to talk to him. So l'm

24 uncomfortable being placed in that position because RUCO is

25 also a party to the Global proceeding, and we're an
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1 infrastructure problems at those smaller utilities it had

2 acquired? You understand that; correct?

3 A. I do undersea d that, yes.

4 Q. Okay. Based upon your testimony in this case,

5 Mr. Rowels, do you think Mr. Hill and Global would have made

6 those capital investments to improve and upgrade the

7 existing facilities at those utilities If they knew there

8 was a possibility that 50 percent of their Investment would

9 be excluded from rate base?

10 A. I can't speak for Mr. Hill and his associates on

11 that matter.

12 Q, Were you aware that those utilities that - well,

13 let me strike that.

14 You agree that a utility may discover

15 problems at a plant after it's been operated for several

16 years; correct?

17 A. That's correct.

18 Q, So in other words, there may not have been any

19 design problems at Palm Valley when it was originally

20 constructed, but after operation for a couple of years,

21 operational challenges may have occurred; fair?

22 MS. WOOD: I'm going to object. I think that

23 misstates the facts in evidence l think he said

24 repetitively that the McBride report identities -

25 MR. WILEY: Michelle, what you're doing now
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1 is a speaking objection.

2 Ms. WOOD: I understand that.

3 MR. WILEY: In a deposition, you're allowed

4 to object as to form and foundation.

5 MS. WOOD: Thank you for that advice,

6 Mr. W iley.

7 MR. WILEY: So please keep your objections to

8 that.

9 MS. WOOD: I understand your concern. But as

10 I told you before, he's already asked and answered these

11 questions multiple times.

12 MR. WILEY: Again, you're doing a speaking

13 objection, Michelle

14 MS. W OOD: And I'm going -

15 MR. WILEY: Just form and foundation, and

16 I'll move on.

17 MS. WOOD: - to tell you again, that if we

18 continue along the same line of asking the same questions

19 that have already been asked and answered multiple times,

20 we're going to presume it's for the purposes of harassment,

21 and we're going to leave.

22 MR. WILEY: Then, we'll call Judge Nodes.

23 MS. WOOD: Then, you can do that, but -

24 MR. W ILEY: Okay.

25 MS. WOOD: - I want to get through this.
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1 Q, What did you mean by "average capacity" there?

2 A. As opposed to peak capacity. In other words, I

3 believe the PVWRF is rated for an average monthly capacity

4 of 4.1 mud. So it's the average capacity across the month.

5 Q. I'm not sure that answered my question. What do

6 you mean specifically by "average capacity of 4.1 mud" in

7 that line?

8 A. The average capacity on a monthly basis is the -

9 well, let me back up. The average flow on a monthly basis

10 is the total flow for the month divided by the number of

11 days in the month. So it's the total daily flow for a

12 month. By "average capacity," what that means is that the

13 plant is rated to process 4.1 or less, based on that daily

14 average. Or monthly. Yeah, yeah. I guess it's a monthly

15 average.

16 Q, Have you performed any independent analysis of

17 plant capacity for the Palm Valley facility"

l a A. I believe some of the data requests that were

19 sent attempted to get at the capacity of the plant.

20 Q, Some at' the data requests submitted by you?

2 1 A. By RUCO and me, yes.

22 Q, Okay. What have you done to determine the

23 existing or available capacity at the Palm Valley Plant'

24 A. Well, I've reviewed the responses of the data

25 requests. I've also read the testimony of the company
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1 MR. WILEY: And if you want to go before him
2 like you did before, feel free. It won't be the first time
3 you've blatantly violated the law.
4 MS. WOOD: You know what, Mr. Wiley?
s kw. WILEY: Anyways -
6 MS. WOOD: Your comments are unacceptable,

7 and we will be leaving here if you can't stick to the point.

8 MR. W ILEY: And you'll be coming back,

9 Michelle.

10 MS. WOOD: We're going to take a break.

1 1 MR. W ILEY: All Fight

12 MS. WOOD: Let's take a break, Mr. Rowell.
13 (Recess taken, 10:22 »  l0:27.)
14 BY MR. WILEY:
15 Q, Okay. Let's focus on your direct testimony,

16 Matt. Do you want to grab that? It's Exhibit 1.

17 A. Yes.

18 Q. Okay. If we go to page 3 of your testimony,

19 there's a line - it's on page - or it's on line 9, on line

20 9 to 10, quote:

2 1 The PVWRF is a wastewater processing

22 plant that went into service with an

23 average capacity of 4.1 mud, end quote.

24 Do you see that line?

25 A. Yes.
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1 witnesses and as far as I low, the current capacity isn't

2 in dispute

3 Q, Matt, I'mjust literally asking what you've done

4 to investigate the capacity issuer.

5 A. Okay.

6 Q, You're reading more into the question. If you

7 haven't done anything, just tell me you haven't done

8 anydiing.

9 A. Well, I have done things. I mean, Me company

10 purports that it's 4.1 million gallons a day. We asked for

11 some follow-up data requests to get at, you know, exactly

12 what - to get at that, and we've reviewed the responses.

13 So that's what we've done.

14 Q, Okay. On page 4 of your testimony you've got a

15 line on - starting on lines where you say, quote:

16 LPSCO indicates that a large investment

17 in plant was necessary to remedy

18 deficiencies at the PVWRF, end quote

19 Do you see that line?

20 A. I do see that, yes.

2 1 Q, Okay. Where does LPSCO say that in its

22 testimony?

23 A. It would be - well, at a minimum, it's the same

24 line I gave to you in response to a previous question. And

25 we could go further. If we look at page 7 of Mr. Sorensen's

Matthew Rowell matter of the Application of Litchfield park Service Company November 30, 2009

'i

3is
3

8
i

33

g

(Pages 50 to 53)

pgri f fin@gri f finreportzers . com

14

Griffin & Associates Court Reporters 602.264.2230



Page 54

1 testimony at line 18, it starts :

2 As a response in 2007 and 2008, the

3 company spent approximately 7 million to

4 improve the plant.

5 And thereon after, so -

6 Q, So you relied on the same excerpts from

7 Mr. Sorensen's testimony that we talked about earlier;

8 correct"

9 A. At a minimum. There may be additional ones in

10 here.

1 1 Q, Okay.

12 A. But off the top of my head, I can't -

13 Q. Do you know whether the design deficiencies that

14 you're referring to were apparent in 2001 and 2002 when the

15 plant was constructed"

16 A. No, I don't know.

17 Q. Okay. And if you don't know whether those design

18 deficiencies were apparent when the plant was constructed in

19 2002, you would agree that you also don't know whether the

20 design deficiencies were apparent when Algonquin acquired

21 LPSCO; fair?

22 A. That's fair, yes. I don't know what Algonquin

23 knew when they acquired the company or -- yeah, the company.

24 Q, And, in fact, when Algonquin acquired the plant,

25 the plant had been designed by PACE and had passed all
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1 MR. WILEY: Just Mr. Rowell's.

2 MS. WOOD: Okay.

3 BY MR. WILEY:

4 Q, Okay. What's been marked as Exhibit No. 2 is the

5 Litchfield Park Sewer Company Water Reclamation Facilities

6 Strategic Planning Evaluation Report prepared by McBride

7 Engineering; correct?

8 A. That's correct.

9 Q. And is this the report that you reviewed and

10 referenced in your testimony?

1 1 A. I believe it is.

12 Q. Okay. If we look at page 4 of your direct

13 testimony again, you've got a line in there that it says,

14 quote:

15 Additionally, in response to RUCO data

16 request MJR 2.14 the Company provided

17 excerpts from a report developed by

18 McBride Engineering Solutions, Inc.,

19 that document several design problems at

20 the PVWRF that resulted in excessive

21 odors, insufficient reliability and a

22 lack of redundancy capability, end

23 quote

24 Do you see that line?

25 A. Yes.
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1 County and DEQ reviews and approvals; fair?

2 A. That's fair, yes.

3 MR. WILEY: Okay. All right. Let's go off

4 the record for a minute.

5 (Discussion off the record.)

6 MR. WILEY: Go ahead back on.

7 BY MR. WILEY:

8 Q. Now, you talked earlier about how you had

9 reviewed portions of the McBride Engineering report. Do you

10 recall that testimony?

1 1 A. Yes. But to clarify, I've reviewed the entire

12 report.

13 Q, I didn't mean it that way.

14 A. Okay.

15 Q, Yeah. Okay. You reviewed the McBride report;

16 correct"

17 A. Correct.

18 Q. And the report I've handed you, which I'll have

19 her mark as Exhibit 2 ._ let her put a sticky on that one,

2 o Matt.

21 THEVWTNES& MW.

22 (Deposition Exhibit No. 2 was marked for

23 identification.)

24 MS. WOOD: Is his testimony Exhibit 1 or is

25 Mr. Sorensen's I?
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1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

Q. Okay. Where does the report say that?

A. Well, in several places.

Q, Show me.

MS. WOOD: There are highlights on my copy.

Did you mean to give me this one or -

MR. WILEY: No, but that doesn't matter.

MS. WOOD: Okay.

MR WILEY: Otlf the record.

(Discussion off the record.)

THE WITNESS: Section 3.1.1, Section 3.1.2.

BY MR. W ILEY:

Q, Okay. Hold on. With respect to Section 3.1.1,

where does McBride say the plant was not designed properly

when it was originally constructed?

A. My interpretation of the first line -- well, in

other words, I interpret the first line of Section 3.1.1 to

indicate that.

Q, Okay. And that First line says, quote:

Regarding the influent system, there is

no How equalization upstream of the

intlluent pump station, end quote.

Correct?

A. That's what it says, yes.

Q, Do you know whether flow equalization upstream of

the pump station was necessary when the plant was
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1 constructed in 2002?

2 A. Well, McBride indicates that it's a problem

3 Q, Do you know, Matt? I mean, that's what the

4 question was.

5 A. Do I know whether it was necessary in 2002? It

6 may not have been necessary to serve the load that was

7 occurring in '02, but I think the McBride report indicates

8 that it is necessary to serve the load that, you know,

9 occurred at the time of the McBride report.

10 Q, Does the McBride report say anywhere that the

11 need for upstream Flow equalization was a result of design

12 errors as opposed to additional load at the facility?

13 A. Well, the plant was originally designed to handle

14 4.1 million gallons a day. And it's currently, and at the

15 time of the McBride report, it was below 4.1 million gallons

16 per day. So that leads me to believe that - I forgot

17 exactly how you phrased your question. But ifyou're asking

18 is - is it - could these things be a result of additional

19 flow, I'm saying since - because the plant was initially

20 designed to handle 4.1 million gallons a day, at the time of

21 the McBride report and currently, we're below 4.1 million

22 gallons a day, that leads me to believe that, no, it's not a

23 result of additional Flow. It's -

24 Q, What is flow equalization?

25 A. To be honest with you, I don't know.
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quote:

A.
Q-
A.
Q.

1
2
3
4
s
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

To identify challenge areas for the Palm
Valley WRF, MES reviewed the design
documents, process and capacity studies,
and operations information for the
plant, corrected interviews with -
MR. SORENSEN: Conducted.

BY MR. WILEY:
Q. Conducted interviews and the Algonquin

engineers, managers, and operations
staff, talked to previous engineers and
employees familiar with the history of
the facilities, and consulted with
manufacturers and process equipment
experts, end quote.
Do you see that statement?

Yes.
Did you do any of those things in this case?
No.
Okay. The next line says, quote:
While none of the challenges presented
below appear to be preventing the
successful operation of the facility,
they do show target areas where
improvements could be made to enhance
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1 Q, What type of flow equalization was required in

2 2002 by the County or DEQ?

3 A. I'm not aware of - I don't know.

4 Q, What flow equalization was required in accordance

5 with accepted engineering and design standards for

6 wastewater treatment plants in 2002?
7 A. I don't know.

8 Q. Okay. And you're going to give the same answers

9 if I ask those same questions for all of the defects that

10 you think are in the McBride report; fair?

1 1 A. That's fair, yes.

12 Q, Okay. And what I meant by that is, if I asked

13 you the same questions about influent metering and sampling

14 locations, you would give me the same answers; agreed?

15 A. Essentially, yes.

16 Q, Okay. And that would apply to all of the items

17 listed in the McBride report; fair?

18 A. That's fair.

19 MR. WILEY: Off the record.

20 (Discussion off the record.)

21 BY MR. W ILEY:

22 Q, Okay. On page 4 of the McBride report, there's a

23 paragraph under Section 3.0. Do you see that paragraph?

24 A.  Yes .

25 Q, Okay. And what that paragraph says, it says,

P a g e  6 1

1 the overall operation, reliability and

2 cost-effectiveness of the plant, end

3 q\l0t€.
4 Do you see that sentence?

s A. I do see that, yes.

6 Q, McBride said in this report, did it not, that the

7 plant was operating successfully as it was originally

8 designed and constructed; agreed?

9 A. I mean, are you asking me if that's what that

10 particular sentence says?

1 1 Q, Yes.

12 A. I'm sorry, but can you repeat the question?

13 Q, Sure. Essentially what McBride said in this

14 report is that none of the challenges listed in the report

15 prevented a successful operation of the plant; agreed?

16 A. Agreed.

17 Q, So in other words, the plant was operating

18 successfully as it was originally designed and constructed;

19 agreed?

20 A. McBride uses the term "successful operation."

2 1 Q, So you would agree?

22 A. Well, I agree that McBride uses the term

23 "successful operation."

24 Q, Were you going to add something? You seem like

25 you were adding something there.
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Page 62

1 A. Well, I guess - yeah, I'm sorry. The -

2 Q, Do you know what McBride means by that line?

3 A. Yeah. And I guess that's what I'm getting at is

4 what exactly do they mean by "successful""

5 Q, Okay.

6 A. You know, I mean, let's face it. If it was

7 operating successfully, would they need to spend $7 million

8 to fix problems? So the plant operated. And I guess it's

9 just not dear exactly what McBride means by the word

10 "successful" there. The plant functioned. It processed -

11 it processed the waste. But if - you know, if upgrades

12 were necessary, can we really call that operation

13 successful?

14 Q, So you don't know what McBride meant by that

15 sentence; agreed?

16 A. I don't know what they meant by the word

17 "successful."

18 Q, Okay. You agree that different engineers may

19 design and engineer a wastewater treatment plant

20 differently; fair?

21 A. That's fair, yes.

22 Q, Okay. And when an engineer is designing a

23 wastewater treatment plant, you would also agree that the

24 design must satisfy applicable regulatory and environmental

25 rules, regulations and codes; agreed?

Page 64

1 A. Well, let me clarify "excessive and duplicative"

2 I'm not alleging that - that the $7 million, say, was -

3 well, let me rephrase it. I'm not alleging that the company

4 could have spent less than $7 million in '07 and '08 and

5 still affected the same changes. The point there of

6 "excessive and duplicative" is had the design problems not

7 existed, in other words, when the plant was built in '01 and

8 '02, had these problems not been present, the $7 million in

9 '01 - in '07 and '08 would not have been necessary.

10 Does -

11 Q, I'm not sure you answered the question. Okay.

12 What specific excessive and duplicative costs occurred as a

13 result of installing the 2008 upgrades at the Palm Valley

14 Plant? Tell me specifically, Matt.

15 A. Well, I can't point to a specific cost that was

16 incurred in '08. In other words, I can't point to a

17 specie piece of plant. Is that what you're asking for?

18 Q, Yes.

19 A. No. Then, no, I can't point to a specific piece

20 of plant or -

21 Q, If you can't point to a specific piece of plant

22 that resulted in excessive or duplicative costs, how can you

23 recommend that $3.5 million of the 2000 in upgrades (sic) be

24 reduced from rate base?

25 A. Well, again, I'm relying on Mr. Sorensen's

Page 63

1 A. Agreed.

2 Q, I thinks asked this question to you again (sic),

3 and so I'll - maybe I'm repeating myself, but I'm not sure

4 what the answer was, so I'm going to ask you again.

5 Okay. Looking at all of the issues in the

6 McBride report, exactly what upgrades installed at the plant

7 in 2008 were attributable to design defects, if you can tell

8 me?

9 A. No, I can't tell you specifically which upgrades

10 were -

11 Q, Okay.

12 A. - associated with these defects.

13 Q, Okay. On page 5 of your testimony, lines 3

14 through 6, you've got a line where you say, quote:

15 Utilities have an obligation to design

16 and build plant that meets acceptable

17 levels of reliability. It is inherently

18 unfair to saddle the customers with the

19 excess and duplicative costs that result

20 when utilities fail in that obligation,

21 end quote.

22 Do you see that sentence?

23 A. Yes.

24 Q, Okay. What excessive and duplicative costs were

25 incurred relating to the 2008 upgrades in this case?

Page 65

1 testimony about the $7 million spent to rectify the

2 deficiencies.

3 Q, Show me in Mr. Sorensen's testimony where he says

4 that the 2008 upgrades caused any excessive or duplicative

5 costs to ratepayers. He doesn't say that in his testimony;

6 does he?

7 A. No.

8 Q, Okay. So let me ask it again, because I don't

9 think you answered my question.

10 If you can't point to a specific piece or

11 item from the 2008 upgrades that resulted in excessive or

12 duplicative costs to ratepayers, how can you reduce

13 $3.5 million from rate base with respect to the 2008

14 upgrades?

IS A. Again, it's based on Mr. Sorensen's testimony

16 that $7 million was spent to rectify the deficiencies.

17 Q. But even if there were $7 million that were spent

18 for the 2008 upgrades, that doesn't mean that any of those

19 costs were excessive or duplicative; agreed?

20 A. No. I believe at least a portion of those costs

21 were excessive and duplicative.

22 Q, What portion?

23 A. Well, we can't put a precise number on exactly

24 what part of that $7 million was excessive and duplicative.

25 Q, So you would agree that your recommendation for a
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Page 66

1 $3.5 million reduction in rate base is not based on any

2 specific numbers, documents, items or any other information

3 relating to the 2008 upgrades; agreed?

4 A. Agreed.

s Q, And as we sit here today, you don't have any

6 proof that there are any excessive or duplicative costs

7 resulting from the 2008 upgrades; agreed?

B A. No, I would not agree with that.

9 Q. Okay. What proof do you have that there were

lo excessive or duplicative costs resulting from the 2008

11 upgrades?

12 A Again, I believe Mr. Sorensen's testimony and the

13 McBride Engineering report point to that conclusion.

14 Q, Show me in Mr. Sorensen's testimony or McBride's

15 Engineering report where they itemized the excessive and

16 duplicative costs that resulted from the 2008 upgrades.

17 A. Neither one of those documents provide such

18 itemization.

19 Q, Okay. Show me what proof you're relying on for a

20 $3.5 million reduction in rate base. Show me how you

21 itemize that number. How did you come up with that number?

22 A. I think I've testified that I haven't itemized

23 that number.

24 Q, Had the 2008 upgrades been included with the

25 original plant back in 2002, would you agree that those

Page 68

1 Q. At the bottom of page 5 of your testimony, Matt,

2 and going on to the top of page 6, you've got a line where

3 you say, quote:

Prior to making a purchase as

substantial as LPSCO, sound business

practices would require a thorough

review of LPSCO's facilities. Design

problems identified at that stage would

have provided the purchaser with

significant leverage in price

negotiations.

Do you see that?

4

5

6

7

8

9

10

1 1

12

13 A. Yes.

14 Q, What do you mean by that line?

15 A. The second line?

16 Q, Both of them.

17 A. Well, I think they speak for themselves, but I'll

18 try to clarify. We'll start with the first line If you're

19 buying a substantial piece of equipment, it would make sense

20 that you would check it out.

2 1 Q, What do you mean by "thorough review of LPSCO's

22 facilities"?

A.23 Well, I can say this. If it were me, I'd hire an

24 engineer to review the facilities.

25 Q, Okay. And what would the engineer look at?

Page 67

1 costs would not be excessive or duplicative as they would

2 have occurred in 2002?

3 MS. WOOD: Objection. Asked and answered,

4 and I think you misstate facts in evidence. Wasn't it 2001 'J

5 BY MR. VVILEY:

6 Q. Go ahead, Matt.

7 A. Well, it's '01 and '02, to be clear, but I

8 understand your question. Well, we don't know if it would

9 have been $7 million. But the answer to your question is,

10 whatever it would have cost to do it in '01 and '02 would

11 not have been excessive or duplicative

12 Q. To your knowledge Mr. Rowell, has the Commission

13 ever disallowed used and useful plant from being included in

14 rate base?

15 A. Yes.

16 Q. W hen?

17 A. Any time they disallow based on, say, a post test

18 year issue

19 Q, Give me an example that you're aware of.

20 A. Oh, I can't think of an example off of the top of

21 my head, but -

22 Q, Outside of post test year adjustments, to your

23 knowledge has the Commission disallowed used and useful

24 plant from being included in a utility's rate base?

25 A. I can't recall a specific example

Page 69

1 A. Well, my position is, you know, I'd have to Lind

2 a qualified engineer and rely on his judgment to make that

3 determination.

4 Q, If you had in-house engineers, would that suffice

s for you?

6 A. Well, I guess it depends on the qualification of

7 the in-house engineers. But not to belabor the point, if

8 the in-house engineers were qualified to do the analysis,

9 then, yes.

10 Q. Okay. And what specifically would you have your

11 engineer look at when it's reviewing the Palm Valley Plant

12 for a potential acquisition?

13 A. Well, again, in large part, I'd have to defer to

14 the expertise of the engineer. But at a minimum, you'd want

15 to look at the - you know, the basic question is, you know,

16 would the plant handle the flow you're expected to have over

17 the next several years? And by "handle," I mean handle

18 appropriately without problenls.

19 Q, Okay. But you still haven't quite answered my

20 question. I'm asking you specifically what would an

21 engineer look at to conduct a thorough review at" LPSCO's

22 facilities as you reference in your testimony?

23 A. Again, I'd defer to the expertise of the engineer

24 on that point.

25 Q, So in other words, you don't know what an
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Page 70

1 engineer would look at when it's reviewing potential

2 acquisition of utility facilities; fair?

3 A. That's fair.

4 Q, Okay. With respect to the second line there, you

5 say:

6 Design problems identified at that stage

7 would have provided the purchaser with

8 significant leverage in price

9 negotiations.

10 Do you see that line?

1 1 A. Yes.

12 Q, Okay. Were there any design problems that were

13 apparent with respect to the Palm Valley Plant when LPSCO

14 acquired it in 2003?

15 A. I don't know.

16 Q, Okay. If Algonquin had paid less for the stock

17 of LPSCO in acquiring the company, how would that have

18 impacted rates or rate base or customers"

19 A. I don't believe it would have impacted rates.

20 Q, And that's because the acquisition price isn't a

21 factor in setting rates; agreed?

22 A. Agreed.

23 Q, Okay. Have you reviewed the direct testimony at'

24 Graham Symmonds in the Global rate case, Mr. Rowell?

25 A. Yes.

Page 72

1 moment to break I'll be right back
2 (Recess taken, 11:01 - 11:06.)
3 BY MR. WILEY:
4 Q, Okay. Mr. Rowell, I've showed you a copy of

5 Mr. Symmonds' direct testimony from the Global rate case;

6 correct?

7 A. Yes.

8 Q, And you recognize that as Mr. Symmonds'

9 testimony?

10 A. Yes.

1 1 Q. Okay. On page 2, Mr. Symmonds has a line where

12 he says, quote:

13 I describe the benefits of consolidation

14 by looking at our experience in taking

15 over small poorly designed water

16 utilities and how we were able to make

17 dramatic improvements in these systems,

18 end quote.

19 Do you see that line?

20 A. Yes.

2 1 Q, He's talking about the West Maricopa Combine

22 utilities there; correct?

23 A. Among others, yes.

24 Q. And Willow Valley is another one that's included

25 in there?

Page 71

1 Q, Okay. On page 2 of his testimony -

2 MS. WOOD: Excuse me.

3 BY MR. W ILEY:

Q. -- and I'll let you read it if you want.

MS. WOOD: Mr. W iley, I don't have a copy of

4

5

6 that.

7 MR. WILEY: You can have my copy in a minute.

8 I think I brought extra copies of this. Let's go off for a

9 minute.

10 (Discussion off the record.)
11 MR. WILEY: Back on,
12 BY MR. WILEY:
13 Q, On page 2 of Mr. Symmonds' direct testimony, he

14 testifies as follows, quote:

15 I describe the benefits of consolidation

16 by looking at our prior experience in

17 taking over small, poorly designed water

18 companies, and how we were able to make

19 dramatic improvements in these systems,

20 end quote.

2 1 Do you see that line?

22 A.  Yes .

23 MS. WOOD: Can you guys just give me a

24 minute? I have to take a break for a minute, and I'll come

25 back and read that after you have. I just have to take a

Page 73

1 A. Yes.

2 Q, Okay. And in his testimony, Mr. Symmonds

3 specifically notes that those systems were poorly designed

4 when they were ._ let me rephrase that.

5 Mr. Symmonds is saying in that line that the

6 West Maricopa utilities that Global acquired and Willow

7 Valley had preexisting design problems from the prior

8 owners. Does that read -

9 MS. WOOD: Before you guys continue, I'm

10 going to make an objection. I'm going to have it apply to

11 all the line of questioning that applies to Global, and just

12 express my uncomfortableness. And I know it's going to be

13 more wordy than ordinarily an objection would be, but I just

14 have to say it.

15 MR. WILEY: Go ahead, Michelle Put it on

16 once, and we'll have it apply to all questions that apply.

17 MS. WOOD: Okay. Thank you very much.

18 RUCO is an intervenor in the matter of

19 Global. I'm uncomfortable with the line of questioning that

20 would put me in the position of defending a deposition of,

21 basically, Mr. Rowell's testimony or the testimony of other

22 witnesses in Global because RUCO is an intervenor, and I

23 think it creates a contiict.

24 I don't have the permission of Mr. Saba to

25 discuss these matters with Mr. Rowell; and therefore, I
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Page 74

1 don't have the ability to defend the deposition the way I

2 ordinarily would with a witness. And along with that, you

3 know, conflict potential, I think it's a bit unfair. So I

4 make those two objections, and then, also as to relevance.

5 Thank you.

6 BY MR. W ILEY:

7 Q. Okay. Let me rephrase the question for you,

8 Mr. Rowell. In that line in Mr. Symmonds' testimony, he's

9 talking about the fact that the various small utilities that

10 Global had acquired had preexisting design problems with

11 respect to the facilities and infrastructure at those

12 companies; agreed?

13 A. Agreed.

14 Q, Okay. And he also references the fact that

15 Global made, quote, dramatic improvements in these systems;

16 correct?

17 A. Correct.

18 Q, And what he's talking about there is Global

19 invested capital in those facilities to upgrade the sewer

20 lines, the plant, the infrastructure and the facilities;

21 correct?

22 A. Correct.

23 Q. Okay. Let me have you look at page 17. On

24 page 17 there's a line for Mr. Symmonds' testimony that

25 says, quote:

Page 76

1 A. Agreed.

2 Q. And they invested capital to do that; correct?

3 A. That's correct.

4 Q. Okay. You would agree that LPSCO did the same

5 thing with respect to the Palm Valley Plant?

6 A. I'd agree that Algonquin did the same thing.

7 Q. Okay. Fair enough.

8 A. To be clear.

9 Q, Algonquin is the shareholder and owner of LPSCO;

10 f ai r?

1 1 A. Fair. The current shareholder and owner as

12 opposed to the previous.

13 Q, Yes. And the prior owner was SunCor, who was a

14 developer; correct?

15 A. Correct.

16 Q, Okay. Let's go to page 30. Okay. Page 30,

17 Mr. Symmonds includes a line where he says, quote:

18 Small water companies often have poor

19 existing infrastructure. This is a

20 combination of poor infrastructure

2 1 choices when projects are started,

22 combined with poor maintenance, end

23 quote.

24 Do you see that line?

25 A. Yes.

Page 75

1 As another example, West Maricopa

2 Combine allowed developers to specify

3 the scale and location of facility. As

4 a result, the Valencia Water Company

5 Town Division has 6 EPDS points and 6

6 treatment systems. The abdication of

7 the utility in this case to the

8 developer for technical specifications

9 has resulted in an increased direct

10 operating cost, end quote.

1 1 Do you see that line?

12 A. Yes.

13 Q, Okay. You would agree that what Mr. Symmonds is

14 talking about is that the West Maricopa Combine utilities,

15 as they were originally constructed, were essentially

16 designed, developed and paid for by developers; agreed?

17 A. Agreed.

18 Q, And what he's talking about here is that, as a

19 result of being designed, paid for and constructed by

20 developers, there were resulting problems with those plants

21 and facilities; agreed?

22 A. That's a fair characterization.

23 Q. And Global then went ahead and corrected those

24 preexisting construction and design problems with the

25 West Maricopa facilities; agreed?

Page 77

1 Q. And again, what Mr. Symmonds is referencing is

2 poor infrastructure choices as to the original construction

3 and design of the facilities for the West Maricopa Combine

4 and Willow Valley; fair?

s A. Fair enough, yes.

6 Q. Okay. Finally, I wanted you to reference

7 paragraph - or page 35 of Mr. Symmonds' testimony. On

8 page35 of Mr. Symmonds' testimony, he's got a line where he

9 says, quote - or let me answer the - let me reference the

10 question.

1 1 QUESTION: What has been the total cost

12 of the system improvements for Willow

13 Valley, question mark?

14 ANSWER: To date, Global has invested

15 $2,102,980 in improving water quality

16 through new treatment systems and

17 infrastructure upgrades, end quote.

18 Do you see that line?

19 A. Yes.

20 Q. Okay. And those improvements at Willow Valley

21 were installed to correct the preexisting design and

22 infrastructure problems at the utility; agreed?

23 A. I believe that's what he's saying there yes.

24 Q, Okay. Now, you've read Mr. Symmonds' testimony

25 which says that the original systems for the West Maricopa
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1 Combine utilities and Willow Valley were poorly designed and

2 necessitated upgrades paid for by Global; correct?

3 A. That's correct.

4 Q, Okay. Consistent with your position in this

5 case, Mr. Rowell, wouldn't you agree that RUC() could say

6 that Global's rate base should be reduced hy one-half of all

7 the costs that Global incurred to fix the preexisting design

8 and construction problems at the West Maricopa Combine

9 utilities and Willow Valley?

10 A.  No.

1 1 Q. W hy not?

12 A. Because those utilities had essentially no rate

13 base at the time they were purchased, so there's no issue

14 with the customers paying twice. In other words, at the

15 time Global purchased those utilities, the rate base was

16 zero, close to zero. In some cases it was negative. So

17 let's just take the $2.1 million you referenced here.

18 Q. Okay.

19 A. Global makes $2.1 million of investments.

20 Ratepayers pay a return on that $2.1 million of investments.

21 But they're not also paying a return on whatever investments

22 were made when the plant was initially built because the

23 rate base associated with those investments is zero. So

24 there's no double payment issue let's put it that way.

25 Q. But there isn't any double payment issue with

Page 80

1 Q, Where is the double payment, in your mind?

2 A. It's - again, the customers are going to pay a

3 return. Let's suppose the case - suppose, you know, RUCO's

4 adjustment isn't accepted by the Commission. Rates go into

s effie accordingly. Customers will pay a return on the

6 plant that was put into service in '02.

7 Q, Minus depreciation?

B A. Minus depreciation. Then, they'll pay an

9 additional return on the upgrades that were made in '07 and

10 '08. Those upgrades were necessitated by design problems

11 that existed with the original plant. I see that as a

12 double payment issue In other words, the upgrades that

13 were made in '07 and '08 aren't really - you know, they're

14 not expanding the capacity of the plant. They're not

15 providing, you know, additional services that were

16 previously not being provided to the customers.

17 Essentially, they're there to provide the same - or those

18 upgrades were made to provide the same services that the '01

19 and '02 plant additions were put in to provide.

20 Q. Had those 2008 upgrades been included in the

21 original plant, they would have been included in rate base

22 and there would be no double payment issue; correct?

23 A. Well, we don't know what the amount would have

24 been, but that's correct, yes.

25 Q, As a general principle; that's correct?

Page 79

1 respect to LPSCO; is there? The original plant was never

2 included in rate base; correct?

3 A. Well, but the company's seeking to include it in

4 rate base in this case.

5 Q, True.

6 A. So currently, there is no double payment issue.

7 Q, Okay.

8 A, But there would be a double payment issue pending

9 the resolution of the rate ease.

10 Q, How so? Please tell me what you view as a double

11 payment issue with respect to LPSCO.

12 A. Well, again, the company - the company. The

13 customers would be paying a return on the plant as it was

14 originally built back in '01-'02, minus depreciation, and

15 then, they'd be asked to pay an additional return for the

16 upgrades that were necessitated by the design problems that

17 existed backing '01 and '02.

18 Q, So where is the double payment?

19 A. Well, I provided you with two sources of - I

20 provided you with two returns that the customers would be

21 paying, and, you low, two is double. So -

22 Q, Well, but I don't understand what you're telling

23 me, Matt, and so I'm asking you. Really, I'm just asking

24 you because I don't understand.

25 A. Okay.

Page 81

1 A. As a general principle, correct. Sorry for -

2 Q, So what harm has been caused to ratepayers by

3 virtue of the fact that those upgrades were installed in

4 2008 instead of 2002 when the plant was commissioned?

5 A. Well, again, as of today, there has been no harm.

6 But given - you low, given the outcome of the rate case,

7 the potential harm is - well, as I've already said, at a

8 minimum, it's the depreciation on the $7 million over the

9 years between '02 and the test year.

10 Q, Is that straight line depreciation?

1 1 A. I believe sewer plant is straight line for

12 ratemaking purposes, yes.

So how much does it depreciate per year on a13 Q,

14 straight line?

15 A. You know, each account has a different rate. And

16 again, as I said before, I don't want to speculate on - off

17 the top of my head, I don't remember the depreciation rates.

18 Q. Okay. And you haven't been tasked with

19 evaluating depreciation rates for the Palm Valley Plant;

20 fair?

2 1 A. That's fair, yes. And to continue on with my

22 answer, I don't think we can just assume that the upgrades

23 would have cost $7 million had they been installed in '01 or

24 '02.

25 Q, But again, you don't low what they would have
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1 cost in 2002; agreed?

2 A. Agreed.

3 Q, Okay. Why didn't Global just simply demand a

4 lower acquisition price for the West Maricopa Combine

5 utilities and Willow Valley when it acquired them resulting

6 from the preexisting design and construction problems with

7 those utilities?

8 A. I don't low that they didn't.

9 Q, Do you recall your rebuttal testimony in Global's

10 case?

1 1 A. I do, yes.

12 Q, Okay. There's a line in there where you say that

13 the owners of the West Maricopa Combine were able to

14 leverage their possession of the CC&N's into a higher

15 acquisition price for their utilities. Do you recall that

16 l ine?

17 A. Yes, I do.

18 Q, Okay. When Global acquired the West Maricopa

19 Combine, were they able to leverage a lower price as a

20 result of the preexisting problems with those utilities?

2 1 A. I don't know if they did or did not

22 Q, But what you've testified to in the Global case

23 is that the owners of the West Maricopa Combine actually

24 were able to leverage a higher price; agreed?

25 A. That's true, yes.

Page 84

1 that are building plant know that any

2 problems with the plant can be dispensed

3 through a sale to another entity their

4 incentive to build the plant properly in

5 the first place will be diminished, end

6 quote

7 Do you see that paragraph?

8 A. Yes.

9 Q, On what do you base that paragraph? On what

10 basis are you giving that testimony?

1 1 A, That's just my training as an economist; and in

12 particular, our ._ in particular, as an economist, we're

13 trained to look at incentives.

14 Q, Have you ever been involved, either as a

15 consulting witness or as an analyst or consultant in any

16 capacity, with the acquisition of a water or sewer company

17 in Arizona?

18 A.  No.

19 Q, Do you know what type of due diligence is

20 standard in the industry for companies that are looking to

21 acquire regulated sewer or water companies in Arizona?

22 A.  No.

23 Q, Okay. Do you seriously think that a potential

24 buyer for a utility like LPSCO or the West Maricopa Combine

25 investing $50 million in acquisition costs would not conduct

Page 83

1 Q, Okay. Now, how much did Global acquire the

2 utilities for?

3 A. Oh, I don't remember off the top of my head.

4 Q, It was roughly in the $50 million range?

s A. It was a lot of money.

6 Q, Yeah. You agree that Global acquired those

7 utilities on the assumption that Global would invest capital

8 for upgrades and that those upgrades would be included in

9 the rate base of those utilities?

10 A. Yes.

1 1 Q, All right. I'm done with Mr. Symmonds. You can

12 put that away if you want.
13 Okay. If we go back to page 6 of your

14 testimony, Mr. Rowell, from lines 4 through II, you have the

15 following paragraph, quote:

16 Additionally, allowing for full recovery

17 of the PVWRF redesign costs based on the

18 fact that the facility changed hands

19 would send the wrong signal to the

20 industry. Companies looking to purchase

2 1 utilities in Arizona would have less

22 incentive to do proper due diligence if

23 they know that the costs of fixing any

24 existing problems could be imposed on

25 the ratepayers. Similarly, if utilities

Page 85

1 a proper due diligence?

2 A. No, I don't think that.

3 Q, So you agree that they'll conduct a proper due

4 diligence?

5 A. Yes.

6 Q, And, in fact, that's required by lenders and

7 financiers for the acquisitions; agreed?

B A. Agreed.

9 Q, Are you aware of any specific case where a

10 company buying a utility in Arizona didn't conduct a proper

11 due diligence because they thought that the cost of fixing

12 any existing problems could be imposed on the ratepayers?

13 A .  N o.

14 Q, Who wrote your testimony, Mr. Rowell?

i s A. I wrote it.

16 Q, Did you write it all yourself?

17 A. I believe so. There were edits, you know, typos

18 corrected by other people; but yes, I wrote it.

19 Q, And I assume you sent it to RUCO to review the

20 testimony and you got comments from them and Miss Wood;

21 correct?

22 A. Correct.

23 Q, Okay. But you're the one that principally wrote

24 the testimony?

25 A. Correct.
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1

2

MR. WILEY: Okay. Just off the record for a

minute, Chris. Here mark this one Exhibit 3.

(Deposition Exhibit No. 3 was marked for

identification.)

(Recess taken, 11:26 - ll:29.)

MR. WILEY: Back on.

3

4

5

6

7 BY MR. WILEY:

8 Q, Matt, what we've marked as Exhibit 3 is the

9 Phase l Design Report for Lltchlield Park Service Company

10 prepared by Pacific Advance Civil Engineering, dated

11 October 2001. Do you see that?

12 A. Yes.

13 Q, Okay. And do you recognize this report"

14 A. No. This does not look familiar to me.

i s Q, You haven't reviewed this report before today"

16 MS. WOOD: And I just want to interject,

17 because there was a little discussion off the record about

18 the report. And I just want to clarify, is this the 2001

19 report or the 2004 report"

20 MR. WILEY: 2001.

21 MS. WOOD: 2001. Is there a 2004 report?

22 MR. WILEY: I don't know alT.

23 (Discussion oN the record.)

24 MR. WILEY: Okay. Let's go back on.

25 ///

Page 88

1 what you're telling me"

2 A. Yes.

3 Q, Let me have you go to page 7 of the report. On

4 page 7 of the PACE report, there's a paragraph where n

5 says, "Design and Construction Standards. The design and

6 construction of the Palm Valley WRF Phase l will be In

7 conformance with the following codes: MAG - Uniform Details

8 and Standard Specifications for Publfc Works Construction,

9 1998; City of Goodyear Engineering Standards and Policies

10 Manual; ADEQ Engineering Bulletin ll, 1978; Uniform Building

11 Code (UBC)1997; Unlform Plumbing Code (UPC) 1997; Uniform

12 Fire Code, Latest Edition."

13 Do you see that paragraph?

14 A.  Yes .

15 Q. Do you have any basis on which to dispute that

16 the Palm Valley Plant as originally designed and constructed

17 met and complied with all of those standards?

l a A. No.

19 Q. Let me have you go to page ll of the report. At

20 the top of page ll there is a Ile that says, quote:

2 1 Installed redundant pumping systems have

22 been provided throughout the treatment

23 process, end quote.

24 Do you see that line?

i s A. ldosee that, yes.

Page 87

1 BY MR. WILEY:

2 Q, Mr. Rowell, in preparing your testimony, you did

3 not review the PACE Phase I Design Report for the Palm

4 Valley Plant; correct?

5 A. I did not review this 2001 report.

6 Q, Okay.

7 A. It does say, "Phase I D in Report." Okay.

s Q, Yeah. And it's your understanding that this is

9 the original design report for the Palm Valley Plant as it

10 was constructed and engineered in 2001 to 2002; agreed?

11 A. Well, If that's what you're telling me, I'Il take

12 your word for it, yes.

13 Q_ Okay. I'll make that representation to you.

14 A. Okay.

15 Q, Okay' You would agree that if you're going to

16 give opinions or testimony on design and construction

17 problems at the Palm Valley Plant, you would want to review

18 the original design report prepared by the engineer that

19 stamped the plans for the facility; agreed"

20 A. Not necessarily.

21 Q. Why not?

22 A. When you have other sources of information that

23 you believe you can rely on.

24 Q, So you don't think It's rec say to review and

25 rely on the original design report for the plant; is that

page 89

_,.

1 Q, Do you have any basis on which to disagree with

2 that line in the PACE report?

3 A. No.

4 Q, Okay. Let's have you look at page 16 of the

5 report. Page 16 references two different treatment

6 alternatives that were considered for the plant, which were

7 oxidation ditch and sequencing batch r tor (SBR). Do you

s see those reference ?

9 A. Yes.

10 Q, Do you know what those are?

11 A. They're two dllTerent treatment methods.

12 Q, But do you know how either of the treatment

13 methods operates or works"

14 A. No.

15 Q, Okay. Do you know whether this plant was

16 designed in a fashion that would facilitate upgrades to the

17 plant as It was originally construed?

18 MS. WOOD: Could you repeat that question,

19 please?

20 MR. WILEY: Sure.

21 BY MR. WILEY:

22 Q. Let me try again, Matt. You look confused.

23 A. I'm sorry. l didn't mean to.

24 Q, Maybe it's just me.

25 As originally designed by PACE, do you know
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1 whether the plant was intended to be designed and

2 constructed in a fashion that allowed upgrades and

3 enhancements to be installed to the plant?

4 A. I don't know.

5 Q. Let me have you look at page 29. Okay. At the

6 top of the third paragraph, there's a line drat says, quote:

7 In the scenario where one SBR basin is

8 out of service, the facility can be

9 operated to process wastewater at the

10 design flow rate, end quote.

1 1 Do you see that sentence?

12 A. Yes.

13 Q, Do you have any basis upon which to disagree

14 either the plant was designed in that fashion?

15 A. I have no basis to disagree with that sentence.

16 Q, Okay. And the list sentence in the last

17 paragraph on that page says, quote:

18 In addition, equipment, such as pumps

19 and manifolds, are chosen and sized to

20 allow for equipment redundancy, end

2 1 quote

22 Do you see that sentence?

23 A. Yes.

24 Q, You don't have any basis to disagree that the

2 s plant was designed for equipment redundancy; agreed?

Page 92

1 quote.

2 Do you see that statement?

3 A. Yes.

4 Q, Do you disagree with that statement?

5 A. I have no basis to disagree with that statement.

6 Q, And you would also note that one of the benefits

7 of the SBR design was ease of expansion, which is what it

8 says; correct?

9 A. Yes.

10 Q. Okay. In the sixth bullet point under that

11 paragraph that I just read you says, quote:

12 Capacity upgrades in phasing do not

13 require modification or interruption of

14 current treatment process ._

15 processes - or process, end quote.

16 Do you see that line?

17 A. Yes.

18 Q, You have no basis for disagreeing with that line

19 in this report either; correct?

20 A. Well, to clarify, the report, I believe here, is

21 speaking in general terms about the SBR, and in that - with

22 that clarification, no, I have no reason to disagree.

23 Q, Okay. Mr. Rowell, are you suggesting that the

24 engineers that designed the Palm Valley Plant as originally

25 constructed violated any standards of care or rules or

Page 91

1 A. Restate the question.

2 Q, I may have left out a verb there.

3 You don't have a basis upon which to disagree

4 that the plant was originally designed with equipment

5 redundancies in it; agreed?

6 A. Well, I believe Mr. Sorensen's testimony does

7 indicate there were some redundancy problems. Now, I don't

8 know if those are specific to pumps and manifolds as

9 discussed here So if your question is specific to the

10 sentence, my answer is no, I have no reason to believe -- I

11 have no reason to dispute this particular sentence

12 Q, Mt me have you look - let's see. Let me have

13 you go back to page 16 of the report, Matt. I forgot a

14 question. 16. Go to that second paragraph. This is off

15 the record.

16 (Discussion off the record.)

17 BY MR. W ILEY:

18 Q, Referring to page 16 of the PACE Phase I Design

19 Report, Mr. Rowell, there's a line that says, quote:

20 Of these two alternatives, SBR's offer

2 1 advantages in terms of construction

22 costs, land required, ease of expansion

23 and operational flexibility that make

24 the sequential batch reactor the most

25 viability treatment alternative, end

Page 93

1 regulations?

2 A. No.

3 Q, Okay. Were you aware that the Corporation

4 Commission ordered LPSCO to make improvements to the odor

s control system at the Palm Valley Plant?

6 A. No.

7 Q, If the Commission had ordered LPSCO to make

8 improvements to the plant, would you agree that those

9 improvements are necessarily prudent"

10 MS. WOOD: Objection. Lack of foundation.

11 THE WITNESS: Generally speaking, if there's

12 a Commission order, I'd say the investment was prudent,

13 depending on, you know, how specific the Commission's order

14 is .

15 BY MR. WILEY:

16 Q. If the Commission ordered LPSCO to install

17 upgrades at the plant for odor control or other operational

18 issues, you would agree that LPSCO would have to follow the

19 orders of the Commission; fair?

20 A. Yes.

21 Q, Okay. And would you recommend taking out

22 behalf of the value of those upgrades from a rate base if

23 LPSCO installed them pursuant to Commission instructions?

24 MS. WOOD: Objection. Speculation.

25 THE WITNESS: It would depend on the facts.
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1 BY MR. WILEY:

2 Q, The facts of this case. Assume the facts of this

3 case.

4 A. Now, with the facts -I mean, let's be clear on

5 what you'ne asking me. Are you asking me if - If the plant

s associated with the $7 million was - or if the Commission

7 ordered LPSCO to Invest the $7 mllllon at Issue, would I

a agree that there should be no disallowance' And the answer

9 is no. It's really not a prudence Issue. it goes back to

10 the same - the same justification I gave previously.

11 Q, When you say It's not a prudence issue, what

12 you're talldng about Is you agree that the 2008 upgrades are

13 used and useful and were a prudent investment decision.

14 Your concern is with potentially excessive costs that were

15 Incurred; fair?

i s MS. WOOD: Objection. l think that misstate

17 the evidence. He never evaluated prudence, and he never

is said he did.

19 BY MR. WILEY:

20 Q, You would agree; correct?

21 A. At - well, l'II preface my answer by saying, l

22 haven't evaluated the prudence. But I guess my point is -

23 my recommendation isn't based on a prudence valuation. And

24 I'm sorry. I forgot your question.

25 Q. I was just simply saying - I mean, I guess what

Page 96

1 Q, Okay. Do you know what it was mud for around

2 the plant?

A. By "around the plant," do you mean -

Q, In the vicinity of the plant.

A. Like across the stud or -

Q, Surrounding the plant.

MS. WOOD: Objection. Vague.

THE WITNESS: What l'm getting at is, an you

3

4

5

6

7

s

9 asking me -

10 BY MR. WILEY:

11 Q, l'm asking if you know what the zoning

12 restrictions were around the Palm Valley Plant when it was

13 designed and constructed in 2001 and 2002.

14 A. Well, If we say around, you know, generally,

15 there would have been various different types al' zoning.

16 Q, Do you know what type of odor easement applied to

17 the Palm Valley Plant when it was engineered and constructed

is in 2001 and 2002?

19 A. l don't reals exactly, but it was a specific

20 number of feet.

21 Q. Do you know whether that odor easement was

22 changed after the plant had been operated for a couple of

23 years'

24 A. The odor easement was change.

2 s Q, And It was decreased; correct?

Page 95

1 l'm getting at, Matt, is your issue is with the costs that

2 were incurred as opposed to whether the plant was used and

3 useful or prudent; fair?

4 A. That's fair. You used the word "excessive." And

5 as I defined "excessive" previously, yes.

6 MR. WILEY: Okay. This is oft' the record for

7 a minute, Chris.

8 (Discussion off the record.)

9 BY MR. WILEY:

10 Q. You agree, Mr. Rowell, that change conditions

11 surrounding a sewer plant can necessitate upgrades and

12 modifications to the plant; fair?

13 A. That's fair, yes.

14 Q. And change conditions might include new zoning

15 requirements; agreed?

16 A. That might be the case.

17 Q, Another change condition might be increased

is density of development around the plant; agreed?

19 A. Increased density of development. l - l'm not

20 sure exactly what you mean by increased density of

21 development.

22 Q. Do you know what type of development surrounded

23 the Palm Valley Plant when it was built?

24 A. l don't low exactly, but l low there wasn't

25 much there.

Page 97

1 A. I don't recall. I seem to recall it was

2 increased.

3 Q, It was - well, I guess what l mean by

4 "decreased" is that the original zoning restriction, I

5 think, was 350. The odor easement was 350 feet around the

6 plant. That was subsequently changed to 150 feet. Are you

7 aware of that?

8 A. That's consistent with my memory.

9 Q, And so in other words, stricter odor easement

10 requirements were imposed alter the plant had already been

11 built and constructed; agreed?

12 A. You kl\ow, l'd like to review - excuse me.

13 Excuse me. l'd like to review what was - I recall there

14 was a change. Off the top of my head, I don't recall

15 exactly what it was.

16 Q. If you need to review something, Matt, let me

17 know. You can take the Tim to look at it.

l a A. I believe it's described in Mr. Sorensen's

19 testimony.

2 o Q. Okay. Do you want to take a look through it?

21 A. Yeah. I might as well.

22 MS. WOOD: OIT the record.

23 (Discussion AlI the record.)

24 BY MR. WILEY:

25 Q, Mr. Rowell, my qu son before had the numbers
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1 reversed. When the plant was originally constructed, it had

2 a 150-foot odor easement around the plant, which was

3 subsequently changed either during or after construction to

4 350 feet; correct? Did I mess that up again?

5 MR. SORENSEN: Uh-huh.

6 MS. WOOD: Do you guys want us to go so you

7 can talk?

8 MR. W ILEY: No.

9 Ms. W OOD: Okay.

10 BY MR. W ILEY:

1 1 Q, All right. Mr. Rowell, let's try it this way.

12 On page 7 of Mr. Sorensen's testimony, he includes a line

13 that says, quote:

14 When the PVWRF was designed and

15 constructed, it received a setback

16 valance from the City of Goodyear, and,

17 in turn, ADEQ allowed an odor easement

18 of only 150 feet instead of the now

19 minimum 350 feet.

20 Do you see that?

2 1 A. Yes.

22 Q. Okay. So when the plant was designed and

23 constructed, it had a laser - a less restrictive odor

24 easement than is currently required now; agreed?

25 A. No, I can't agree with that.

Page 100

1 A. No.

2 Q, Okay. Do you believe that potential buyers of

3 water and sewer utilities in Arizona would still acquire

4 utilities that required significant upgrades if they knew

5 that there was a potential that half of the amount of the

6 upgrades would be reduced from a rate base?

7 A. Did you ask if they would still require them?

8 Q, Acquire. You would agree that would have a

9 chilling affect on acquisitions of water and sewer companies

10 in Arizona; agreed?

1 1 A. I don't know if "chilling" is the right word.

12 You know, I'll say this: That there are competing incentive

13 problems presented by my recommendation, and one of them is

14 the incentive problem you bring up, that it would make

15 investors reluctant to acquire such plants. I don't low if

16 "chilling affect" is the right word, but it would - you

17 know, again, I can't belabor this point. It would create

18 some degree of reluctance, some degree of additional care on

19 the part of potential investors.

20 On the other hand, letting it go creates,

21 like I said, a competing incentive problem, that being it

22 really sends the signal to the industry that if you build a

23 plant with design problems, there will be no repercussions.

24 And I'll say this. You know, the decision makers will have

25 to weigh those two competing incentive problems when they

Page 99

1 Q, Okay. W hy not?

2 A. One hundred and Fifty feet is less than three

3 hundred and fifty feet

4 Q, That's true. Do you low what those easements

5 mean?

6 A. I assume that the easement was the - I just want

7 to make sorel phrase it correctly. I assume that the

8 easement was the maximum distance from the plant at which,

9 you know, odors would be a problem.

10 Q. Okay. If we put that a different way, you would

11 agree that the 150-foot odor easement means that there

12 should be no odor for 150 feet around the plant; agreed?

13 A. Outside of the 150.

14 Q, Outside of 150.

15 A. Yes.

16 Q. Okay. Let me rephrase that again. I think I'm

17 definitely not being clear on this line of questioning.

18 The 150 feet is the fence line around the

19 plant where odors would he measured by ADEQ with respect to

20 odor - you know, odor requirements. Is that your

21 understanding?

22 A. If you're representing that, I don't have a

23 reason to dispute.

24 Q, Okay. And you don't know what the odor

25 requirements were around the plant; fair?

Page 101

1 decide on the appropriateness of the adj vestment.

2 Q. And in your testimony that you provided in

3 Global's rate case, you provided testimony that the

4 Commission should be encouraging consolidation of smaller

5 troubled water and sewer utilities in Arizona; correct?

6 A. That's true But I Can't see that that applies

7 to a plant built by SunCor. I mean, SunCor isn't exactly a

8 little tiny water or sewer company.

9 Q. But you have given testimony establishing the

10 importance and public benefits of consolidating smaller

11 sewer and water companies in Arizona; correct"

12 A. That's correct.

13 Q. And essentially, the public benefit to that is

14 you avoid utilities like the Water Utility of Greater

15 Tonopah and the Willow Valley that have low rate bases and

16 have facilities with problems; agreed?

17 A. Agreed.

18 Q, Okay. And you would agree it's important as a

19 matter of public policy to encourage buyers to acquire

20 smaller water and sewer companies in Arizona; agreed"

2 1 A. Agreed.

22 Q, Would you also agree that an important factor in

23 encouraging buyers to acquire water and sewer companies in

24 Arizona is cost certainty with respect to recovering costs

25 for upgrades that they might install to fix the preexisting
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1 problems with those utilities?

2 A. I don't believe that there's such a thing as cost

3 certainty.

4 Q. But you agree that the more certain a buyer can

5 become that it's going to gain a return on its investment in

6 the plant or upgrades to the existing plant, the more likely

7 that that buyer will acquire the companies; fair?

8 A. Everything else held constant, yes.

9 Q, If the Commission were to adopt RUCO's

10 recommendation and reduce rate base by $3.5 million,

11 essentially deleting half of the 2008 upgrades from rate

12 base, wouldn't LPSCO be free to essentially remove $3,500

13 worth of those upgrades from the plant - $3.5 million of

14 upgrades from the plant?

15 A. Well, like I said before, 3 1/2 million isn't

16 half of the test year upgrades. I mean, there were - with

17 that clarification ._ I guess I'll answer the question this

18 way. I mean, the company is free to add or subtract plant

19 at will, as long as the plant - as long as - the company

20 is free to add or subtract pieces of plant at will, as long

21 as the plant in total can provide reliable and effective

22 service to the customers.

23 So whether this recommendation is adopted or

24 not, I don't really see that it has an affect.

25 Q, So would you be okay if LPSCO decided to go out

Page 104

MR. W ILEY: But you're malting a speaking

MR. W ILEY: I'm almost done here with this

1

2 objection.

3 MS. W OOD: And the other point I'd like to

4 bring up is we said we'd take a break at 12:00, and it's

5 12:02.

6

7 line.

8 THE VVITNESS: Yeah. I can't speak to

9 confiscate I believe that's a legal term, and I don't want

10 to offer an opinion on it.

11 BY MR.  W ILEY:

12 Q, Do you have an understanding, as a rate base

13 analyst, as to what constitutes confiscation of a regulated

14 utilit ies property?

MS. WOOD: Objection. Calls for a legal15

16 conclusion.

17 MR. WILEY: I'm asking for his understanding.
18 BY MR. WILEY:
19 Q, Do you have an understanding as to what is a

to confiscation of a utilities property?

2 1 A. I understand that it's a legal term.

22 Q, Okay. Do you know what it is besides that?

23 A. I mean, I understand the concept, but I'm not ..

24 I'm not in a position to offer legal opinions.

25 Q, You would agree that if the Commission excludes

Page 103

1 and dismantle $3.5 million worth of the upgrades and sell

2 them for salvage?

3 A. Well, I'll say that if LPSCO were m do that and

4 the service provided to customers was unchanged, then, I

s think that would prove that my recommended disallowance was

6 valid.

7 Q. But would you have any problem If LPSCO did that?

8 A. It would depend on whether the - you low, the

9 service to the end-use customers was affected. If it was

10 not affected, I'd have no problem with it.

1 1 Q. If the quality of service remained the same,

12 LPSCO could go ahead and remove $3.5 million of the upgrades

13 and salvage them or sell them. That's what you're saying;

14 correct?

15 A. That's correct.

16 Q, Okay. And if the Commission prevented LPSCO from

17 doing that, would you agree that that would be a

18 confiscation of LPSCO's property?

19 MS. WOOD: Objection.

20 BY MR. VVILEY:

21 Q, If you know.

22 If he doesn't know, Michelle, he can just say

23 he doesn't low.

24 MS. WOOD: Well, it calls for a legal

25 conclusion.

Page 105

1 used and useful plant from rate base, then, utilities are

2 going to be reluctant to spend capital on necessary

3 improvements; agreed?

4 MS. WOOD: Objection. Asked and answered.

5 Go ahead and answer.

6 THE WITNESS: What was the last part of your

7 question there?

8 BY MR. W ILEY:

9 Q. If the Commission excludes used and useful plant

10 upgrades from rate base, would you agree that utilities

11 would be reluctant to spend capital on necessary upgrades

12 for the utilities?

13 A. Well, it really depends on the facts that

14 prevailed in the particular case where the Commission made

15 that decision.

16 Q, How about as a general - as a general matter,

17 Mr. Rowell, based upon your experience, if the Commission

18 excludes all or a portion of used and useful plant upgrades

19 installed by a utility, would you agree that a utility will

20 then be less likely in the future to spend capital to

21 install upgrades in facilities for its company?

22 MS. WOOD: Objection. Speculation.

23 BY MR. W ILEY:

24 Q. You would agree with that as a general matter;

25 correct?
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\

1 A. As n general matter, yes. I mean, clarifying

2 that in your rephrasing of the question, you didn't use the

3 word "necessary improvements." Just improvements in

4 general.

s Q, ll' l asked the same question with respect to

6 necessary improvements, would you agree that if the

7 Commission excludes used and useful plant for neeasary

8 upgrade installed to a utility from rate base, that that

9 utility will be less likely to spend capital to fix

10 improvements and upgrade in the future?

1 1 MS. WOOD: Objection. Speculation.

1 2  n v n u L v w L E v :

13 Q, You would agree with that as a general policy;

14 agreed?

15 A. Well, if an upgrade is necessary, by definition,

16 l don't believe the utility has a choice.

17 Q. If the utility installs necessary upgrades, can

18 the Utility Comm ion - can the Corporation Commission,

19 then, exclude portions of that - al' those facilities or

20 upgrades from rate base?

2 1 MS. WOOD: And I think objection. Calls for

22 a legal conclusion.

23 THE WITNESS: Well, as a general matter, yes.

24 BY MR. W ILEY:

25 Q, So what you're saying is that the Corporation
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1 assumption"

2 A. l'll make that assumption, ya.

3 Q, Okay. ll' LPSCO then goes ahead and spends

4 $7 million In capital to install those necessary upgrade in

5 plants, you would agree that such upgrades in plants would

6 be used and useful for utility operations; correct'

7 MS. WOOD: Objection. Calls for a legal

8 conclusion, speculation.

9 THE WITNESS: Well, given your assumption,

lo y , we would call it used and useful.

MR. WILEY: You guys can go break if you

Ms. WOOD: Thanks.

(Lunch rec s taken, 12:08 - l:05.)

MR. WILEY: Okay. Back on the record.

1 1

12 want .

13

14

15

16 BY MR. W ILEY:

17 Q. Mr. Rowell, who hired you from RUCO for purpose

18 of the LPSCO case?

19 A. You mean who selected DMAS?

20 Q. Yeah. Who called you and asks you to be a

21 witness on this case?

22 A. Well, we got a copy of the proposal, or of the

23 RFP that RUCO put out, and we responded to it. I believe it

24 was Dan Puzefsky who actually contacted me to tell me that

25 we had won the - or we were going to be awarded the bid.
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1 Commission can require a utility to install necessary

2 upgrades to a plant, but then, deny the value of those

3 upgrades from rate base?

4 MS. WOOD: Object.

5 BY MR. W ILEY:

6 Q, Or deduct the value of those upgrades from rate

7 base"

8 MS. WOOD: Objection. Speculation. Calls

9 for a legal conclusion.

10 BY MR. W ILEY:

1 1 Q, is that what you're saying?

12 A. No.

13 Q, What are you saying, then"

14 A. Your question indicated that the Commission

15 ordered - that the Commission could order the company to

16 make specific upgrades, and l don't believe that's what we

17 were talking about.

18 Q, We're talking about different things here,

19 Mr. Rowell.

20 A. That's what I'm saying, yes.

2 1 Q, Okay. Let's assume for purpose of this question

22 that the upgrade - let's just talk hypothetically with

23 respect to LPSCO. Let assume the 2000 in upgrade (sic)

24 were necessary upgrades for the plant to improve the

25 liability and operations. Okay? Can you make that

iv.

Page 109

1 Q. Okay. What was your scope of services? What Is

2 your scope of serve for RUCO? What did they ask you to

3 do in this case?

4 A. You know, to provide the testimony, you know,

s necessary for their partldpation in the ease.

6 Q, 0n what Issue did they ask you to submit

7 testinwny on?

s A. You know, I don't know If we sat down and laid

9 out a list of exactly what Issues would be testified on. It

10 was made dear that Mr. Rlgsby would do the cost of capital

11 analysis; but other than that, we didn't - sitting here

12 today, l don't recall, you know, anything spedflc.

13 Q, Did anybody at RUCO ask you to review LPSCO's

14 documents and come up with arguments for reductions from a

15 rate base?

16 A.  No.

17 Q. Did you just do that on your own?

l a A. Well, I mean,I believe it was understood at

19 least that we would analyze the case and make

20 recommendations. So I don't -l don'tthinkl can agree

21 that we just did it on our own. I mean, we did it under our

22 eapadty of analyzing the case and making recommendations.

23 There was no spedlic directive from RUCO to, you know, Gnd

24 rate base dlsallowanees. It was more the general dlredive

25 of analyze the whole case and come up with recommendations.
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1 Q, How did you come up with the idea to reduce

2 $3.5 million in the rate base for design errors"

3 MS. WOOD: Objection. Asked and answered.

4 THE WITNESS: Well, yeah. I - there's

5 really nothing to add beyond what l've said. It was based

6 on a reading of the testimony and a reading of the - the

7 engineering report that we discussed this moving.

a BY MR. W ILEY:

9 Q, Okay. Let's talk about affiliate costs.

10 Incidentally, Mr. Rowell, it' we refer back to page 2 of your

11 testimony, there's a typo on page 2; right?

12 A. (No audible response.)

13 Q. In your list answer you say:

14 obtained and reviewed data and

15 performed analytical procedure

16 (including an audit of underlying source

17 data) necasaly to understand the

18 Company's tiling as it relates to the

19 rate base, operating income and revenue

20 reqlur° ements.

2 1 You don't have any recommendations regarding

22 operating income and revenue requirements; correct?

23 A. That's correct. But the statement is still true.

24 Q, Okay. And then, in your second answer on page 2

25 you state:

Page 112

1 switched with -

2 MS. WOOD: Are you on page 2, folks"

3 MR. W ILEY: Uh-huh.

4 THE WITNESS: That's the one.

5 MS. WOOD: Okay.

6 BY MR. W ILEY:

7 Q, Essentially what happened here, l think,

8 Mr. Rowell, is that probably a paragraph out of Miss - your

9 wile's or Mr. Rlgsby's testimony was transposed into your

10 testimony; fair?

1 1 A. That's what it looks like, yes.

12 Q. Okay. With respect to atliliate cost,

13 Mr. Rowell, you agree that a shared service approach

14 centralizes common costs and spreads those costs across

15 several companies under an aMliate structure; correct?

16 A. Generally speaking, yes.

17 Q. Okay. And you would also agree that a share

18 cost method yields lower cost to individual utilities

19 because those costs are spread over multiple utility

20 instead of one stand-alone utility; correct'

2 1 A. In most circumstances and when the allocations

22 are done appropriately, yes.

23 Q, Okay. Would you also agree that without a shared

24 services model, LPSCO would incur auditing or tax - costs

25 for auditing or tax services on a stand-alone basis? Do you

Page 111

1 I will address RUCO's recommended

2 adjustments based primarily an an audit

3 of underlying source data. I present

4 RUCO's recommended rate base, revenue

5 requirement and rate design.

6 MS. WOOD: What lines are you on, Mr. Wiley?

7 MR. WILEY: That's 13 and 14.

s BY MR. WILEY:

9 Q. That's a typo; right?

10 A. Those first two lines are a typo.

1 1 Q. You're not addraslng RUCO's recommended

12 adjustments or recommended rate base revenue requirement and

13 rate design; fair?

14 A. Fair. It looks like theme was some - the

15 paragraph was switched between two.

i s Q. And the next line says:

17 The Issue of aMllate expenses and

i s upgrades to the Palm Valley Reclamation

19 Facility are addressed In the testimony

20 of RUCO witness Matt Rowell.

2 1 A. That's correct.

22 Q, That's a typo; right?

2 : A. (Nods head afllrmatlvely.)

as Q. Okay.

25 A. Like l said, it appears as If that paragraph was

Page 113

1 understand what l'm asking?

2 A. Ya. l'd agree there would be such costs.

3 Q, In other words, if LPSCO didn't receive auditing

4 tax services and other servlees from a parent company, LPSCO

s would have to incur those costs Itself; agreed?

MS. WOOD: Objection. Are you talking about6

7 auditing or taxer?

MR. WILEY: I think the question -s

9 BY MR. WILEY:

10 Q. You understood the question; right?

1 1 A. lthlnkl understand. I mean, by auditing, you

12 mean hiring an Independent auditor as required"

13 Q. Yes.

14 A. Well, l'II be lionat with you. I don't really

15 know what the required - what auditing requirements there

16 an and how they change with raper to the use of a shared

17 services model. So I'll just say I don't know. Wlth

la reaped to tax - taxes, If the company's not - If the tax

19 return Is being filed on a consolidated basis, then, yes,

20 there's no direct cost to LPSCO resulting from the

21 preparation of a tax return If It's done on a eonsolidatW

22 basis with other eompanles. That cost moves to a different

23 level.

24 Q. Do you agree that it Is a good Idea for utilities

25 operating under an affiliate structure to employ a share
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1 servicer model under which a paint company or affiliate of

2 the regulated utility provides operating and support

3 services for the regulated utility, Including use of shared

4 services for administration, billing and collection, capital

5 budgeting and planning, resource management, operation and

s maintenance, construction management, and other related

v services"

8 MS. WOOD: Objection. Compound.

9 THE WITNESS: Well, I forgot what the first

10 part of your question was. But l'd agree that - I don't

11 have any problem with a shared services model, let's put it

12 that way.

13 BY MR. W ILEY:

14 Q, Okay.

15 A. I'm not alleging that, in general, there's any

16 issues with the use of a shared services model.

17 Q. And you haven't submitted any opinion - well,

18 let me ask it this way. You don't have any objections to

19 the shared services methodology employed by LPSCO in this

20 case; correct'

2 1 A. W ell _

22 Q. And I'm talldng about the methodology as opposed

23 to individual items inside the methodology

24 A. Wlth raper to the allocations from Algonquin

25 Water Services, It appears that the methodology I just

Page 116

».

1 head here.

2 Q, Did you know that it's essentially a split by the

3 number of company involved in the cost? In other words, l

4 believe there are 67 assets and companies owned by

5 Algonquin, and 49 al' those are electric companies and 19 of

s those are sewer and water companies. So the way the

7 allocation was made is that 16 - I have those numbers

8 wrong. But basically, it's the number of water companies

9 divided by the total number of eompania yields a percentage

10 of affiliate costs.

1 1 A. Yeah. I honestly can't say if that's - If

12 that's how It's done or not. I -

13 Q, If we assume that that's how Algonquin did it, do

14 you have any problems with allocating costs to the electric

15 company versus the sewer and the water compania?

16 A. You're asking whether it was just simply done on

17 the number of eompania?

18 Q, Yes.

19 A. So If there are 10 of each, It would be a 50/50

20 split?

2 1 Q, Yes.

22 A. This isn't an Issue that l've considered. But

23 oH the top of my head, I can - you know, for what it's

24 worth - before! could say that that is an appropriate

25 method, there's a lot al' questions I'd have to ask, let's
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1 dacribed Is okay. l'm not sure about the allocations made

2 from l believe It was Algonquin Power Tnnst.

3 Q. And the reason you're unsure about Algonquin

4 Power Trust is you just have some questions about supporting

5 data for the allocations and things of that nature; agreed?

s A. Well, no. I guess It goes beyond that. l'm just

7 not a hundred percent dear on what the allocation method

8 is. I could be more spedlic if you want.

9 Q. What lx your understanding as to the affiliate

10 cost allocation methodology used by LPSCO?

A. For?1 1

12 Q, For Algonquln Power Tnlst.

13 A. For Algonquin Power Trust? Well, l'll speak In

14 general terms. A certaln amount of these costs an

15 allocated between the - or they're split between the water

16 and sewer company and the energy companies. And then,

17 that portion that's assigned to the water and sewer

18 companies is distributed amongst those companies based on

19 customer count. Now, l'm not clear on the llrst part of

20 that and on how the two are split, so -

21 Q. How would you recommend that the split occur with

22 respect to the water and sewer versus the electric

23 companies'

A.24 I haven't - l haven't thought about that, and so

25 I can't offer a recommendation like that off the top of my
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1 put it that way.

2 Q, So you haven't looked at those issues with

3 respect to your testimony in this case on affiliate costs?

4 A. My focus was not the split between the electric

5 and water slash wastewater.

6 Q, What cost allocation principles or guidelines

7 should utilities utilize In allocating costs among the

8 at'tiliates for shared services?

A. (Unintelligible.)

THE REPORTER: l'm sorry?

THE WITNESS: N-A-R-U-C.

MR. W ILEY: NARUC.

9

10

1 1

12

13 BY MR. W ILEY:

14 Q, The NARUC guidelines?

15 A. Yes.

16 Q, Okay. Any other guideline or principles that

17 you think should be applied by utilities in allocating

18 shared services, cost for shared service "

19 A. Well, to theextent it's not covered in NARUC,

20 the - the - well, I can't - no, l'm not going to point to

21 specific guldelina. We based our determination on the -

22 on NARUC.

23

24
Q, Did you apply the NARUC guideline to LPSCO?

A. To be speeitic, we looked at the information

25 Included in the NARUC. l don't remember the exact name of
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1 the document. It's - staff cited us a different document,

2 but it's basically the NARUC System of Accounts where they

3 lay out the accounting guidelines. And it might just be

4 called the NARUC System of Accounts.

5 Q. Let me show you this document, which is entitled,

6 "Guidelines for Cost Allocations and Affiliate

7 Transactions."

8 A. Yes.

9 Q, Are those the guidelines you're talking about?

10 A. No.

1 1 Q, Okay. So what are you talking about?

12 A. NARUC publishes a document called the - I

13 believe it's called the NARUC System of Accounts. The exact

14 name of the document escapes me at this point.

15 Q. Weren't these guidelines developed by NARUC,

16 Mr. Rowell?

17 A. Yes, they were.

18 Q, Okay. So you don't think these guidelines apply?

19 A. Oh, no, I did not say that. [just said -

20 Q, Okay.

2 1 A. l wasn't aware of these guidelines at the time we

22 put the testimony together.

23 Q, So what NARUC guidelines did you use in

24 formulating your opinions?

25 A. it was the NARUC System of Accounts.

Page 120

1 documents you used in formulating your opinions. And so as

2 a matter of your role as a consulting, testifying witness in

3 the case, you have to give me those

4 MS. WOOD: We'll make them available to you.

5 lfthey're subject to copyright, we'II figure it out and -

6 THE WITNESS: Yeah.

7 MS. WOOD: - and get that out.

8 MR. WILEY: Let's go off the record for a

9 minute.

10 (Discussion off the record.)

1 1 MR. WILEY: Back on.

12 BY MR. W ILEY:

13 Q. Okay. So what you said, Mr. Rowell, is that you

14 relied on the NARUC System of Accounts for your review at'

15 the affiliate cost issues with respect to LPSCO; correct?

16 A. That's correct.

17 Q, Okay. And what guidelines within the NARUC

18 System of Accounts did you apply to LPSCO?

19 A. Well, there's a statement in there that, you

20 know, I don't recall verbatim. I don't recall what section

21 it is in the - you kllow, where exactly it is in the

22 document. But it's a - there's a general statement in

23 there about the standards that apply in the evaluation of

24 operating costs.

2 s Q, Does LPSCO comply with the NARUC System of

Page 119

1 Q. Okay.

2 A. It was a general document that outlines how -

3 there's one for water, there's one for sewer, there's one

4 for other types of utilities, as well. But it's a document

S that NARUC publishes.

6 Q, Did you bring those with you today?

7 A. No, I did not.

8 Q, Okay. Will you agree to provide those to me?

9 A. I don't - I mean, you can purchase them from

10 NARUC. In other words, I don't low - NARUC sells these

11 documents.

12 Q, Well, you have them at home; do you not?

13 A. I do.

14 Q. Okay. Can you make a copy of them and send them

15 to m80
16 A. W ell, yeah. I don't low if there's a copyright

17 issue there or not since NARUC - so yeah, again - so if

18 it's - if there's no copyright issue, we can do that. I

19 don't - yeah, I'm being honest. I don't low if  -
20 MS. WOOD: That's line.

2 1 THE WITNESS: Yeah.

22 MS. WOOD: You've answered the question.

23 BYhU~~VWLEY:
24 Q, Yeah. I mean, guess I'm son of trying to work

25 through that, Matt, because I'm entitled to see what
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1 Accounts that you're talking about?

2 A. With respect to the affiliate costs, I would say

3 no.

4 Q. Okay. In what rospea does LPSCO not comply with

5 the NARUC System of Accounts on affiliate cost allocation?

6 A. Again, l don't have the document in front of me

7 I don't remember it verbatim. But if you look at - for

a instance, if you look at - let's just talk about the

9 management fees with respect to APT. The underlying source

10 documentation does not contain any of the detail that the

11 NARUC System of Accounts indicates should be there

12 Q, Like what kind of detail?

13 A. Well, since the underlying source documentation

14 essentially contains no detail, I mean, any detail - I

15 mean, but the - again, I don't have the NARUC document in

16 front of me.

17 Q, You understand that LPSCO provided copies of

18 invoices above $5,000; correct?

19 A. With respect specifically to the management fees,

20 we have invoices that show that. APT sent a bill to LPSCO.

21 Q, Okay.

22 A. That's all we have

23 Q, What more do you want?

24 A. Well, we need to low what those - what does

2 s that bill represent. In other words, you get, let's say, a
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MR. WILEY: I don't have an extra copy of

1 $10,000 bill from APT. What services were actually provided

2 in exchange for that $10,000? How many hours of work did an

3 APT employee put in to make up that $10,000? What rate are

4 these employees charging out at" I mean, these are

5 examples; but essentially, some underlying detail that shows

6 what was done at the APT level. You know, for instance, for

7 a nonaftiliate - say you hire an unaffiliated engineer to

8 do some work You can look at the invoice, and the invoice

9 will tell you what sort of work was done

10 Q, Anything else?

1 1 A. Well, I guess that's my - well, no. I'm

12 finished.

13 Q, LPSCO provided you with a description of the

14 costs that were provided by APT for particular services;

1 s correct?

16 A. I've seen that, yes.

17 Q, Okay. And this document is entitled, "Corporate

18 Cost Allocation Based on 2008 Budget, Infrastructure

19 allocation for the Utility Division." You've seen this

20 document before; correct"

21 MS. WOOD: Mr. Wiley, may I have a copy of

22 that?

23

24 this.

2 s MS.WOOD: Okay.

Page 124

1 "Rent for the Office in Oakville Ontario Canada." Do you

2 see that description?

3 A. That's correct.

4 Q. Do you need more information than that as to

5 what's being allocated down for rent from the parent

6 company?

7 A. Well, yes. I mean, rent invoice -- well, and you

8 have provided rent invoices.

9 Q, Okay.

10 A. So -

1 1 Q. So have you been provided with all information

12 you need on the rent?

13 A. Well, all the information I need to do what?

14 Q, To evaluate whether the rent was properly

15 allocated down from the parent company.

16 MS. WOOD: Objection. I just want to

17 interject one thing. Mr. Rowell's testifying here today

18 based on testimony provided to date We specifically

19 reserve the right to interpose any position that comes to

20 light based on discovery or subsequent review of

21 documentation in surrebuttal. So we're not waiving any

22 argument we could make in the future.

23 BY MR. W ILEY:

24 Q, Let's try it this way, Mr. Rowell. Let's go

25 through your testimony. Maybe we'll try it that way. Okay?
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1 THE WITNESS: Well, from across the table, it

2 looks like the same document I looked at earlier.

3 MR. WILEY: Do you want me to get you copies?

4 THE WITNESS: Yeah.

5 MS. WOOD: I don't know how much more you

6 have in terms of questions. If I could just look at it -

MR. W ILEY: Yeah.

NIS. WOOD: - for a minute, that would be

MR. WILEY: I'll get you a copy. I'll be

7
8
9 great.

10
11 right back
12 (Recess taken, 1:27 - 1:28.)

13 BY MR. WILEY:

14 Q, Okay. You've now got a copy of that document;

15 correct, Mr. Rowell?

16 A. Yes.

17 MS. WOOD: Is this going to have an exhibit

18 number, Mr. W iley?

19 MR. W ILEY: No.

20 BY MR. W ILEY:

2 1 Q. And you see on the right side of this document,

22 there is a description for the nature of expense provided by

23 APT down to LPSCO. That's your understanding; correct?

24 A. That's my understanding.

25 Q, Okay. And the first description for "Rent" says,
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1 A. I mean, I could try to clarify my position to get

2 at the concern I have with answering you directly.

3 Q. Sure. Go ahead.

4 A. And it's -- the underlying - there's two

s questions here. The First question is: Were the

6 allocations done properly? And the second question is:

7 Should the allocations be done at all?

8 Q. Okay.

9 A. And I believe you're asking me about the first

10 one.

1 1 Q. Fair.

12 A. But my answer is - but my hesitation is based on

13 the second question, you know. Should these allocations be,

14 you know, provided to LPSCO at all?

15 Q, Is it your position, Mr. Rowell, that some

16 allocations should not be made down to LPSCO?

17 A. think that's clear in my testimony.

18 Q, Okay. Which ones should not be made down to

19 LPSCO?

20 A. I recommended a disallowance of all of the APT.

21 So basically - I don't want to say all the numbers on this

22 page, because the numbers on this page don't match with

23 what's on LPSCO's general ledger. But essentially, the APT

24 allocations.

25 Q, And on what basis did you disallow all of those
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Page 126

1 affiliate costs being passed down to LPSCO?

2 A. LPSCO did not make the case that - that the

3 allocations should be made to LPSCO. In other words, how is

4 it - the question, "How is it that LPSCO benefits from the

5 provision of the services associated with these costs?" that

6 question hasn't been answered.

7 Q, Well, you would agree that APT provides

8 administrative services to LPSCO; correct?

9 A. I don't know that.

10 Q, What services do you think APT provides to LPSCO?

1 1 MS. WOOD: Objection. Asked and answered.

12 THE WITNESS: It's not clear to me

13 BY MR. W ILEY:

14 Q, You've rejected all of the affiliate cost

15 allocations from APT because it's not clear to you what

16 services were provided by APT? Do I have that correct?

17 A. I would not characterize it that way, no.

18 Q, Well, how would you characterize it?

19 A. The company has not made the case that any

20 services that are necessary for the provision of utility

21 services are being provided by APT.

Hz Q, Okay. What documentation or information does

23 LPSCO need to provide to you to satisfy you on those issues?

24 A. Provide some evidence that the utility benefits

2 s from these services.

Page 128

1 necessary to allow APT or another affiliate entity to

2 provide financial or tax or auditing services, those legal

3 services would benefit LPSCO; agreed?

4 MS. WOOD: Objection. Speculation.

5 THE WITNESS: Again, I - well, given your

6 example, yes, there would be some benefit toLPSCO. Now, I

7 can't make any determination that that benefit corresponds

8 with the cost that's, you know, indicated here

9 BY MR. W ILEY:

10 Q. Well, what would you need to make that

11 determination? What information should be provided to you

12 by the company for you to make that determination?

13 A. Well, we're talking about financing and taxes,

14 you know. Indicate how much time - if we are talking about

15 legal services, how much time did, you know, this attorney

16 spend dealing with the financing and the taxes. And if it's

17 done on - if that's done on a consolidated basis, then, you

18 can allocate it out to the utilities.

19 Q. And the allocation would be based on what, in

20 your mind, to the utilities? How would you allocate those

21 costs?

22 A. I mean, there are different ways to allocate

23 costs.

24 Q. How would you do it?

25 A. I'm not doing it.

Page 127

1 Q- Okay. With respect to rent, what does LPSCO need

2 to provide you to show you that the rent benefited LPSCO?

3 A. Show me something that indicates that LPSCO

4 benefits from the rent at the Ontario office.

5 Q- Like what? What do you need? Literally,

6 Mr. Rowell, I'm asking you what you need.

7 A. Some indication that the work that is done at the

8 Ontario office benefits the utility.

9 Q- Do you low - f inancing's provided by the parent

10 company for LPSCO; correct?

1 1 A. I don't know which LPSCO affiliate provides

12 f inancing.

13 Q- Okay. The tax returns are tiled on a

14 consolidated basis by the parent company; correct?

15 A. I don't know which LPSCO affiliate liles the tax

16 returns.

17 Q, If APT provides those financing or tax services

18 on behalf of LPSCO, those would benefit LPSCO? Those

19 services would benefit LPSCO; agreed?

20 MS. WOOD: Objection. Speculation.

2 1 THE WITNESS: If those specific services are

22 provided, then, yes.

23 BY MR. W ILEY:

24 Q, Okay. Same thing with respect to legal services
25 provided at the parent level. If those legal services were
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1 Q, Well, I know, but --

2 A. I mean, in my capacity as a consultant for RUCO,

3 I'm not going to do that. So my answer would be I would not
4 do it.

5 Q. Okay. If we look at the description for "Audit

6 Services" on this sheet, Matt, it says, quote, Audit fees

7 and Quarterly Reviews relating to the entire Income Fund.

8 This is essential as we are publicly traded with access to

9 the capital markets. Do you see that?
10 A. Yes.

1 1 Q. The parent company's access to capital markets

12 benefits LPSCO; agreed?
13 A. Excuse me? I'm sorry.

14 Q. The parent company's access to capital markets

15 benefits LPSCO; agreed?

16 A. Agreed.

17 Q, Okay. The "Tax Services" line says, quote, Tax

18 services, tax provision calculations, tax return preparation

19 and support in order to remain tax compliant. Do you see

20 that?

2 1 A. I see that.

22 Q. Okay. The tax services provided by the parent

23 company to LPSCO benefits LPSCO; doesn't it?

24 A. I don't know whether these tax services listed

25 here pertain to LPSCO. I mean, are these tax services - is
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1 this the consolidated utility taxes or is this the parent's

2 taxes" I --

3 Q. But they're filed on a consolidated basis as one

4 tax return for all of the affiliates. You understand that;

5 correct?

6 A. I understand that. But I don't know if that

7 service is provided by APT or if this is some other tax

8 service that's being referred to here.

You were provided invoices on the tax services;9 Q,

10 weren't you"

1 1 A. I believe there's invoices for these, yes.

12 Q. Okay. And what do those invoices show?

13 A. I don't recall.

14 Q, Okay. Let's look at the description for

15 "Management Fee." It says, quote, Provide management

16 services including strategic advice and consultation

17 concerning business planning, support, guidance and policy

18 making and general services. These expenses are critical to

19 ensure the ongoing health and sustainability of the Income

20 Fund and thus LPSCO. Do you see that?

21 A. I see that, yes.

22 Q, Okay. You would agree that to the extent the

23 management is able to ensure the viability of the parent

24 corporation which provide funding - which provides funding

25 to LPSCO will benefit LPSCO; right?

Page 132

1 original question was: Would making the parent company

2 better help LPSCO? Now the question is: Does a healthy

3 parent help LPSCO? And yes, a healthy parent helps LPSCO.

4 Q, Is LPSCO going to get better financing terms on

5 its own or with the assistance of its parent company?

6 MS. WOOD: Objection. Speculation.

THE WITNESS: Yeah. I really don't know.7

8 BY MR. w1LEv=

9 Q. If APT was providing management services for

10 LPSCO, which included strategic advice regarding business

11 planning, support and policy, would you agree that those

12 services would benefit LPSCO?

13 MS. WOOD: Objection. Speculation.

14 THE WITNESS: I would say that that

15 characterization is too vague to make any sort of ._ to base

16 any conclusion on.

17 BY MR. W ILEY:

18 Q, Well, what specific information would you need to

19 support that?

20 A. To support what?

21 Q, What information would you need to conclude that

22 management services provided by APT were for the benefit of

23 LPSCO?

24 A. Some indication al' what type of work was actually

25 performed.
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1 A. The extent to which the management will do what?

2 Q, Let me rephrase that.

3 The extent to which the management of the

4 parent company makes decisions that make the overall health

5 of the parent company benefit better, that's a benefit to

6 LPSCO; agreed?

7 MS. WOOD: Objection. Speculation.

8 Tl{E WITNESS: Not necessarily.

9 BY MR. W ILEY:

10 Q, W hy not?

1 1 A. LPSCO operates as a stand-alone utility out in

12 Litchf ield Park I just don't see how the health of the

13 over - or making the overall company better off benefits

1 4  L p s c oa t u L

15 Q, Wouldn't that ensure better financing and better

16 access to capital for investments in the company?

17 MS. WOOD: Objection. Speculation.

18 THE WITNESS: It might. It might not. You

19 know, if you go out and look for financing for LPSCO, the

20 financiers are going to look at LPSCO.

21 BY MR. W ILEY:

22 Q, You don't think it helps to have a healthy

23 financially capable parent company backing the utility?

24 A. Well, your original question was - well, let's

25 put it this way. You've changed the question slightly. The
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1 Q. What do you mean by that? Tell me specifically

2 what you mean.

3 A. I mean "strategic advice and consultation" could

4 mean anything. That could mean, you know, we sat down and

5 had lunch and talked in vague terms about LPSCO. It could

6 also mean that, you know, we had studies commissioned and we

7 seriously got in and analyzed LPSCO's situation, or it could

8 mean something else. I don't know. The point is, what

9 exactly was done"

10 Q. Would it suffice for you if the company provided

11 an explanation of exactly what those services were as they

12 relate to LPSCO?

13 A. I mean, it would depend on the explanation. This

14 purports to be an explanation, whats hold in my hand here,

1 s and it really isn't.

16 Q, What more do you need than the information

17 provided in that document you're looking at?

18 A. I mean, frankly, Mr. Wiley, you're using the word

19 "information" very liberally here I mean, there

20 essentially is almost no information in this document. It's

21 two sentences, both of which are extremely vague And

22 that - this is - this is the - this is all the company

23 has provided to support these management fees, which are the

24 largest - the largest component of the APT allocations are

2 s these management fees. We're talking several hundred
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1 thousand dollars worth of expenses, and we have two vague

2 sentences to support them.

3 Q. Where do you conclude that there's several

4 hundred thousand dollars in management fees? Doesn't this

5 document say that there's $83,000 in management fees

6 allocated to LPSCO?

7 A. If you look at the company's general ledger, we

8 have a different number. So we have that problem, too.

Q, Show me the general ledger that you're referring9

10  to.

l l A. Let's see where we are. Management Fees,

12 $456,593. It's page 10 of my testimony.

You said 456,593? Is that what you said?13 Q,

14 A. Yes.

i s Q, Okay. Where did you get those numbers from?

16 A. They're out of the company's general ledger.

17 Q, Okay.

LB A. And also, supporting information provided in

19 response to the staff's first set of data requests.

20 Q, Do you know whether those management fees were

21 trued up fees as a result of LPSCO's cost allocation

22 methodology that had adopted during the test year?

23 A. I believe the new - or as the company described

24 it, the new allocation methodology applied to AWS and not to

25 APT .

Page 136

1 Q, Okay. If you turn to the - or actually,

2 starting at that last paragraph on the first page, it says,

3 "If any engineering services from Algonquin Power Systems

4 are needed, all labor is charged out at standard rates to

5 recoup the cost of labor, burden, and administration

6 overhead costs, period." You see that sentence; correct"

7 A. Correct.

8 Q, Okay. The next sentence says, quote, Algonquin

9 Power Trust charges a fixed fee to all the utilities based

10 on the number of facilities in the Algonquin group to recoup

11 its administration costs. The utility group then apportions

12 its share of APT costs to each facility via customer count,

13 end quote Do you see that?

14 A. I do see that, yes.

15 Q. Okay. So how is it your understanding that

16 LPSCO's not allocating APT costs when this data request says

17 that they are?

18 A. I never said thats understood that they were not

19 allocating APT costs.

2 D Q. Okay. Then, tell me what you were saying with

21 respect to APT, because I'm not following you.

22 A. You asked me whether the APT allocations could

23 have changed as a result of the new methodology. And my

24 testimony was that my understanding was that the APT

2 s method - the APT allocations haven't changed, or at least
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1 Q, On what do you base that understanding,

2 Mr. Rowell"

3 A. That's based on a reading of the testimony

4 provided. It's based on trying to reconcile the - okay.

5 Yeah, yeah, I'll be more specie. There was a data

6 request. I don't remember - I don't recall the - the

7 number, but I did ask to - for a data request showing me

8 the differences between the new and the old allocation

9 methodology. Okay? And in response to that data request,

10 the company showed me the old allocation methodology for AWS

11 and the new allocation methodology for AWS, but did not

12 mention APT at all. So -

13 Q. Let me show you what - I'll have this one

14 marked. Let her mark that one, Matt.

i s (Deposition Exhibit No. 4 was marked for

16 identification.)

17 MR. WILEY: Okay. This is 4?

18 THE REPORTER: Yes.

19 MR. WILEY: We've only marked four?

20 BY MR. WILEY:

2 1 Q, What I've shown you that has been marked as

22 Exhibit 4 is the September 25, 2009, response of LPSCO to

23 RUCO's Second Set of Data Request, Request No. MJR 2.4. Do

24 you see that?

25 A. Yes.

Page 137

1. the company hasn't stated that the APT allocations have

2 changed recently, or that the APT allocation methodology has

3 changed lately.

4 MR. WILEY: Let's take a live-minute break

s Off the record.

6 (Recess taken, 1:49 - 1:52.)

7 BY MR. W ILEY:

8 Q, Let's backtrack a minute, Matt. You had made

9 references to the cost allocations in the general ledger;

10 correct?

1 1 A. Well, the actual - that's probably not the

12 correct way to say it. You don't really see the cost

13 allocations in the general ledger. What you see in the

14 general ledger are the transactions that actually hit LPSCO.

15 In other words, the bills that are actually sent to LPSCO by

16 outside parties.

17 Q, And the cost numbers included on the general

18 ledger are estimated amounts; correct"

19 A. Well, no. They're actual amounts. You know,

2 0  i f  -

21 Q. Is it your understanding that those are actual

22 amounts and not estimated budget amounts that are compiled

23 at the beginning of the year?

24 A. The general ledger provided by - provided for

25 the test year in the rate case is purported to be actual
| .In .1 . . .

Matthew Rowell Matter of the Application of Litchfield Park Service Company November 30, 2009

T O

35 (Pages 134 to 137)

Griffin & Associates Court Reporters 602.264.2230 pgri f fin@gri f finreporters . com



Page 138

1 test year expenses.

2 Q, So it's your assumption that the amounts listed

3 on the general ledger are actual amounts as opposed to

4 estimated budget amounts?

s A. If we're talking about the general ledger that

6 was provided for the test year, yes.

7 Q, Okay. Do you know whether Exhibit 4 includes the

B actual cost allocations for LPSCO? In other words, at the

9 end of the test year, were you aware that the company went

10 through and determined the actual easts that were incurred

11 by APT and, then, allocated those actual costs down to LPSCO

12 as set forth on Exhibit 4?

13 A. I'm sorry. You said "Exhibit 4," but you held up

14 this document. So which one are you referring to?

15 Exhibit4 is -

16 Q, Oh, sorry. You're right. You're right.

17 Let me have you mark that one. Let me have

18 her do that one as Exhibit 5.

19 (Deposition Exhibit No. 5 was marked for

20 identification.)

21 BY MR W ILEY:

22 Q, Let's backtrack a minute, Matt. Pull up your

23 testimony here Let's go to page 7.

24 Okay. On page 7 of your testimony, you've

25 got a line that references the new cost allocation
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1 case as it was presented. I didn't speculate on what might

2 happen in the future.

Q, Okay. On the bottom of page 7, the last

5

6

7

8

9

10

3

4 paragraph -

A. Can I interrupt you? Can we lower this a little

because the sun is bouncing off that building and it's

getting right in my - the center one.

Q, The middle one?

(Discussion off the record.)

BY MR. W ILEY:

Q, The last paragraph of page 7 of your testimony,1 1

12 it says, quote:

13 The Company's response to MJR 3.3(b)

14 indicates that in addition to

15 reallocating the affiliate costs,

16 $136,903 in additional affiliate costs

17 were allocated to the various Algonquin

18 owned water and wastewater companies

19 under the new allocation method.

20 Do you see that statement?

2 1 A. I do see that, yes.

22 Q, And then, on the next page of the testimony, you

23 state, quote:

24 I have been unable to determine the

25 source of this $136,903 increase in

Page 139

1 methodology used by Algonquin on its various rate eases. Do

2 you see that line?

3 A. I'm having trouble. What line are we on?

4 Q. Lines 5 and 6.

s A.. That's correct.

6 Q. Okay. Do you have any problem with the actual

7 methodology formula used by LPSCO for cost - for affiliate

8 cost allocations?

9 MS. WOOD: Objection. Asked and answered.

10 He said he didn't understand what the methodology was, and

11 we were reserving our right to comment on it in the future.

12 Tl-IE WITNESS: With respect to the AWS

13 allocations, I don't have a problem with the methodology.

14 BY MR. W ILEY:

15 Q, Okay.

16 A. With respect to the APT allocations, I don't

17 understand the methodology beyond what you've explained to

18 me earlier. So -

19 Q, Okay. If LPSCO used the same methodology for

20 APT, would you have any problems with the methodology?

2 1 A. l'd have to think about that. I'm not -

22 Q, You're a testifying expert on this issue; aren't

23 you?

24 A. Well, that's an eventuality thats hadn't

25 considered. l mean, l - l looked at - I looked at the

page 141

1 allocated costs.

2 Do you see that line?

3 A. I do see that, ya.

4 Q, Okay. What did you do to figure out how that

5 number was derived?

6 A. On a phone conversation with Gerald Tremblay. I

7 don't know if that's the correct pronunciation.

8 MR. SORENSEN: Close.

9 THE WITNESS: I don't - you - Greg may have

10 been on the call, as well. I can't recall. But I just

11 asked.

12 BY MR. W ILEY:

13 Q. So what did you do to investigate how that number

14 was derived? You just called Gerald?

15 A. Well, Gerald called me in response to a requat

16  and  -

17 Q. And what was discussed?

18 A. Well, I know we discussed this. We discussed

19 other things, as well. I don't recall every subject we

20 covered.

2 1 Q, Do you know whether that $136,000 resulted from

22 the application of LPSCO's new cost allocation methodology

23 that was adopted in the middle of the test year?

24 A. My review al' the company's response to the data

25 request 3.3(b) led me to believe that it was not a result
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1 simply of the change in allocation method.

2 Q. If LPSCO testified that it was a result of the

3 new cost allocation methodology, would you have any reason

4 to disagree with that?

5 MS. WOOD: Objection. Speculation. Facts

6 not in evidence

7 THE WITNESS: It would depend on the

8 testimony. In other words, if they just testified that, I

9 don't thinks could just take it as face value; but if they

10 provided an explanation that showed that, then, yes.

11 BY MR. W ILEY:

12 Q, If Mr. Bourassa explained an explanation for how

13 that $136,000 charge was calculated based upon the new

14 methodology, would that meet your requirements?

15 MS. WOOD: Objection. Speculation.

16 THE WITNESS: If Mr. Bourassa did -

17 BY MR. W ILEY:

18 Q. If Mr. Bourassa explained how that $136,000

19 amount was a result of the new cost allocation methodology,

20 would you need any further information from LPSCO?

2 1 MS. WOOD: Objection. Speculation.

22 TIIE WITNESS: Well, yeah. I don't think it

23 matters whether the explanation comes from Mr. Bourassa or

24 some other witness. If an explanation is provided that

25 demonstrates that, then, yeah, I would accept it. I mean,
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1 charged to LPSCO by APT are of concern to you; correct?

2 A. Yes.

3 Q, Okay. The first bullet point says, quote'

4 In response to Staff data request JMM

s 5.3, the Company indicated that $250,979

6 and $267,462 were allocated to LPSCO's

7 water and sewer divisions respectively

8 by Algonquin Power Trust. However,

9 $291,708 and $191,850 were actually

10 allocated to LPSCO's water and sewer

1 1 divisions, respectively, by Algonquin

12 Power Trust.

13 Do you see that line?

14 A. I do see that.

15 Q, Okay. Were you aware that the allocations in

16 response to JMM 5.3 were based upon an annualized financial

17 year?

18 A. I was not aware of that.

19 Q, Okay. And did you know that the actual cost

20 allocation numbers there were for the actual most

21 allocations during the test year?

22 A. The actual cost allocations where?

23 Q, To LPSCO from APT during the test year.

24 A. I still don't know - I don't under - I don't

25 know what you're asking me.
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1 but my interpretation of the information that's been

2 provided to date indicates that that's not the fact.

3 BY MR. WILEY:

4 Q, Were you aware, Mr. Rowell, that RUCO did not

5 oppose the same cost allocation and methodology used by

6 LPSCO -- strike that. I got that backwards.

7 Were you aware, Mr. Rowell, that RUCO did not

8 oppose the cost methodology employed by Black Mountain Sewer

9 Company in its pending rate case? Did you know that?

10 A. I'm aware of that, yes.

1 1 Q, Okay. Were you also aware that Black Mountain

12 Sewer Company uses the same cost .. affiliate cost

13 allocation methodology as LPSCO?

14 A. Yes.

15 Q. Okay. Have you ever designed or drafted a cost

16 allocation methodology for a regulated utility using a

17 shared services model?

18 A. No.

19 Q. Have you ever testified on affiliate cost

20 allocations in any other case?

21 A. I don't recall having testified on that, no. I

22 may have, but I don't recall that.

23 Q, Okay. Let me have you look at paragraph 13 of

24 your testimony, Mr. Rowell. Page 13. Sorry. On page 13

25 you've listed various reasons that the cost allocation

Page 145

1 Q, Okay. I guess what I'm telling you, Mr. Rowell,

2 is that your issue with the fact that those numbers don't

3 reconcile are a result of the fact that they're for

4 different periods of time. Did you realize that?

5 A. No. This is the first that I'm hearing of that.

6 Q, And so one explanation for the difference in

7 these numbers is that one cost allocation is for a calendar

8 year; whereas, the actual cost allocation is for the cost

9 allocation during the test year. Did you know that?

10 A. Did I know that that's one possible explanation?

1 1 Q. Yes.

12 A. Well, that is a possible explanation.

13 Q, Okay.

14 A. I don't believe that JMM 5.3 asked for anything

15 other than test year allocations, though.

16 Q, But that would explain the differences in those

17 numbers is if they were for different periods of time;

18 agreed?

19 MS. WOOD: Objection. Speculation.

20 BY MR. W ILEY:

21 Q- Agreed?

22 A. Well, that's one possible explanation. I mean,

23 there is an explanation for why the numbers don't match; and

24 yes, that is one possible explanation.

25 Q, And if LPSCO explained the difference in timing
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1 on the allocation of those numbers, would that answer your

2 questions about why those numbers don't reconcile?

3 MS. WOOD: Objection. Speculation. W ithout

4 looking at the testimony and verifying it, he has no way of

5 giving an answer to that.

6 THE WITNESS: You low, assuming that the

7 explanation was adequate, then, yes.

8 BY MR. W ILEY:

9 Q, Okay. Your second bullet point on page 13 says,

10 quote:

1 1 In January of 2008 (during the test

12 year) the management fees charged to

13 LPSCO by Algonquin Power Trust increased

14 from $13,200 to $26,040 per month for

15 LPSCO water and $8,800 to $17,360 per

16 month for LPSCO sewer. The Company has

17 provided no explanation for this

18 increase in management fees from

19 Algonquin Power Trust.

20 Do you see that paragraph?

2 1 A. I do see that, yes.

22 Q, Okay. The numbers that you reference here, the

23 $13,200 and the $8,800, where did you get those numbers

24 f rom?

25 A. They're off of the general ledger and also off

Page 148

1 spreadsheet was AWS. There was nothing on that spreadsheet

2 & A r r

3 MS. WOOD: Mr. Riley - Wiley. I apologize.

4= We've been here since nine o'clock to twelve o'clock and now

5 from one to two, almost 2:10. How much longer do you have?

6 MR. WILEY: It's hard to say. It depends on

7 the answers.

8 MS. WOOD: You know, I think Mr. Rowell's

9 getting worn out. So am I. And we can come back at another

10 point in time, but -

1 1 MR. WILEY: We need to finish it today,

12 MlCh€ll€.
13 MS. WOOD: Well, then, you'll need to have to

14 conclude, because if you're going past four hours -

i s MR. WILEY: We haven't gone past four hours,

16 Michelle. You guys were late in getting here. You've taken

17 three or four breaks this morning. You wanted a 45 to -

18 actually, it turned out to be more like an hour break over

19 lunch.

20 MS. WOOD: No. Actually, we asked for a

21 45-minute break, and that's what we got.

22 MR. WILEY: But we didn't start back up --

23 you guys didn't get back up here until about ten after one,

24 Michelle.

25 MS. WOOD: That's not accurate. But in any
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1 of - there was .. there was a data request that staff put

2 to the company in their first set, you know, asking for

3 backup for what's in the outside services account.

4 Q, And is it your understanding that those numbers

5 are estimated numbers or actual numbers?

6 A. It's my understanding that those are actual

7 numbers.

8 Q, Okay. And if LPSCO explained that the increase

9 in management fees was a result of applying the new cost

10 allocation methodology, would that answer your concerns

11 about an explanation for the increase in the management

12 fees?

13 MS. WOOD: Objection. Speculation.

14 THE WITNESS: Well, that may raise as many

15 questions as it answers. Again, my understanding was that

16 the change in allocation methodology applied to the AWS

17 allocations and not the APT allocations. So -

18 BY MR. W ILEY:

19 Q. On what do you base that understanding?

20 A. Again, I sent a data request to the company

21 asking specifically, "Show me the difference between the old

22 allocation methodology and the new allocation methodology."

23 The company provided a spreadsheet purporting to show the

24 differences between the old allocation methodology and the

25 new allocation methodology, and everything on that

Page 149

1 event -

2 MR. WILEY: Well, we can look at the court

3 reporter who starts timing on when we go back on the record.

4 MS. WOOD: Uh-huh, we can. ButI need to

5 move it along and finish up.

6 MR. WILEY: I've can have as much time as I

7 need, Michelle. I'm not anywhere near the four hours.

8 MS. WOOD: You are. You are And you need

9 to hurry up and conclude.

MR. VVILEY: You can worry about yourself,10

11 Mich€Il8-
12 BY MR. W ILEY:

13 Q, The next bullet point on paragraph 13,

14 Mr. Rowell, says:

15 The invoices provided by Algonquin Power

16 Trust essentially contain no detail.

17 Thus, it is impossible to audit the

18 transaction between Algonquin Power

19 Trust and LPSCO based upon those
20

21

invoices.

Do you see that sentence"

22 A. Yes.

23 Q. Okay. What invoices are you talking about there?

24 A. Specifically, I'm getting at the management fees

25 that we talked about earlier.
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1 Q. Okay. The management fees are allocated based

2 upon the new cost allocation methodology for APT; correct"

3 A. As l've stated before, l'm not aware that there

4 is a new cost allocation methodology for Arr. This is the

5 first that l'm hearing of that.

6 Q, So your assumption is that the cost allocations

7 for APT didn't change the methodology?

8 A. I don't thinks assumed that. That's the

9 conclusion l reach based on the information provided by the

10 company.

1 1 Q, You would agree that LPSCO should true UP the

12 actual costs incurred with estimated costs incurred in

13 allocating affiliate costs to LPSCO?

14 A. Well, no. I think they should allocate the

15 actual costs.

16 Q. When LPSCO begins allocating costs or when APT

17 begins allocating costs to LPSCO at the start of the test

18 year, what information will APT use to make those cost

19 allocations down to LPSCO? They won't have actual cost

20 numbers for the test year; agreed?

2 1 A. Well, but the allocations are based on customer

22 counts, when you have customer count information.

23 Q. But the actual costs incurred - you're

24 allocating by customer count into the costs incurred.

25 A. Okay.

Page 152

1 amount and not an actual amount, the answer is yes, thaTs

2 possible. I don't low that that's the case, but that's

3 possible.

4 BY MR. W ILEY:

5 Q. And if we assume that that's the case for LPSCO

6 and APT, would you also agree that it is appropriate to true

7 up those budget amounts for the actual costs incurred at the

a end al' the test year?

9 MS. WOOD: Objection. Speculation.

10 THE WITNESS: Yes, that would be appropriate.

11 BY MR. W ILEY:

12 Q, Okay. And so, for example, Mr. Rowell, one of

13 your issues you raised on alfillate costs was the fact that

14 there was no explanation for the services for, quote, Recon

15 fees to 4 factor. Do you recall that?

16 A. Yes.

17 Q, Okay. And ll' we look at page 12 of your

18 testimony, you've taken out approximately szss,000 in

19 affiliate cost because there was no explanation for what the

20 Recon fees to 4 factor was; agreed'

2 1 A. Agreed.

22 Q, Okay. Did you know that the Recon fees to 4

23 factor was a reconciliation of the 4 factor formula for the

24 actual costs incurred at the end of the test year?

25 MS. WOOD: Objection. Speculation. Assumes

|» :

l >
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1 Q- How does LPSCO determine the actual costs

2 incurred at the beginning of the year when no costs have

3 actually been incurred?

4 A. w¢u, two points. First, LPSCO d0¢Sll't _ LPSCO

s never -

6 Q .  A P T .

7 A. Yeah. APT determines the costs. And they

8 don't - as far as my understanding is and based on looking

9 at the general ledger, they send a bill every month. It's

10 not - they don't send a bill at the beginning of the test

11 year for the whole tat year.

12 Q. Agreed.

13 A. Okay. So -

14 Q. But what information is APT using to make th e

15 monthly cost allocations duding the tat year?

16 MS. WOOD: Objection. Speculation.

17 THE WITNESS: It's not clear.

18 BY MR. W ILEY:

19 Q. Okay. Would you agree that the only information

20 available at the beginning of the test year is budgeted

21 amounts?

22 MS. WOOD: Objection. Speculation.

23 THE WITNESS: Well, l n, let's try and get

24 through this more quickly. lTyou're asking me is it

25 possible that the monthly bills are based on a budgeted
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1 facts not in evidence.

2 THE WITNESS: I thought that might be the

3 case. But based on the company's - again, the same data

4 request I referred to before, I asked for a comparison of

5 the old and new. I couldn't make - I couldn't reconcile

6 the old and new allocation methodologies with those Recon

7 fees to 4 factor. So -

s BY MR. W ILEY:

9 Q, But you would agree that it would be appropriate

10 for LPSCO to reconcile the actual 4 factor - the actual

11 costs under the 4 factor method at the end of the test year;

12 agreed?

13 A. W ell, now we're - we're talking about

14 reconciling two different things here. Okay? Because

15 there's reconciling the old and new allocation methodology

16 and there's reconciling - and you also asked me about

17 reconciling budgeted versus actual amounts. So -

18 Q, You're aware the Recon fees to 4 factor applies

19 to AW S; correct?

20 A. That's correct.

2 1 Q, Okay. And you're aware that LPSCO changed its

22 cost allocation methodology for tl\e AWS cost in the middle

23 of the test year; agreed?

24 A. I don't low when they changed it. I mean, they

25 changed it before the rate case was filed, whether it was in
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1 the middle of the test year or some other. So -

2 Q, Do you know when they changed It?

3 A. I don't recall exactly when It was changed.

4 Q. ll' they changed it during the tat year, would

s you agree that it Is appropriate for LPSCO to do a

6 reconciliation of the 4 factor costs that occun'ed poor to

7 the change In methodology?

a A. l believe that's what they testified they did. l

9 don't really have a problem with that.

10 Q, Okay. And so if LPSCO explains on rebuttal that

11 the Recon fees to 4 factor were a fault of the

12 reconciliation for the change in methodology relating to

13 AWS, that would be an adequate explanation for you; agreed?

14 MS. WOOD: Objection. Speculation. We'ne

15 not waiving any right we have on surrebuttad.

16 BY MR. W ILEY:

17 Q. Agreed?

18 A. If the explanation Is sufficiently stalled, yes.

19 Q, Okay. On page 14 al' your testimony, Mr. Rowell,

20 you've got some concerns where you've listed there relating

21 to cost allocation manuals, allocation charts, and some

22 other issues. Do you see those?

23 A. Yes.

24 Q, Okay. How did the fact that there's no cost

25 allocation methodology affect the actual cost allocation for
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1 actual allocations.

2 Q. Okay. Do you have any understanding of exactly

3 what Algonquin Power Property Limited Partnership is in

4 relation to LPSCO -

5 A. No.

6 Q, - APT or any of the Algonquin alf'liata?
7 A. No.
8 Q, Okay. You also state on paragraph - or page 14

9 that, quote:

10 It is not clear from any of the

1 1 information provided by the Company

12 (e.g. organizational charts) how thee

13 electric generation companies tit into

14 the Algonquin corporate structure and

15 how APT's costs are allocated between

16 its water/wastewater holdings and its

17 electric generation holdings.

18 Do you see that line'

19 A. I do see that, yes.

20 Q, Okay. We've already talked about that issue,

21 correct, as to how the APT costs were affiliated based upon

22 the number al' water/sewer companies versus the electric

23 companies; correct"

24 A. Correct.

25 MS. WOOD: Objection.
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1 LPSCO?

2 A. I don't - I think you misspoke. Then's nothing

3 here that says there is no cost allocation methodology.

4 Q. How did the fact that there's no cost allocation

s manual for LPSCO affect the actual costs allocated to LPSCO

s for affiliate shared servlca?

7 A. l don't know that it did.

8 Q. Okay.

9 A. And I don't - I did not mean to allege that it

10 did either.

1 1 Q, Your concern Is, Is that you would just like to

12 see LPSCO or its parent corporations adopt a cost allocation

13 methodology so It's down in writing; agreed?

14 A. Yeah. That's a fair characterization, yes.

15 Q, Okay. Would it be satisfactory to you If LPSCO

is agreed to prepare and provide a cost allocation methodology

17 going forward?

18 A. Well, when you say "satisfactory," you mean to

19 resolve this bullet point?

20 Q ,  Y a .

2 1 A. Yes.

22 Q, Okay. The fact that APT does not appear on the

23 organizational chart In response to JMM 1.17, how does that

24 affect the actual cost allocations for LPSCO in this case?

25 A. Agdn, I didn't allege that that affected the

Page 157
1 THE WITNESS: l'm sorry.

2 BY MR. W ILEY:

3 Q, Correct?

4 MS. WOOD: Objection. l~le's already testified

5 that he doesn't understand the way in which you have

6 allocated APT's costs.
7 BY MR. W ILEY:

8 Q, That information, assuming I am correct, would

9 answer your equation about how the APT costs are alliliated

10 between the sewer/water companies and the electric

11 companies?

A. How they'ne allocated between them?12

13 Q, Ya.

14 A. Well, you know, it' by that information you mean

15 an explanation, you know, consistent with our previous

16 discussion, yes.

17 Q. Okay. You've got a line in there about unusually

18 high bank fees. What are you referring to there?

19 A. Actually, there's an adjustment in Miss Rowell's

20 testimony that speaks to it specllieally. And -

2 1 Q, Does that relate in any way to affiliate cost

22 allocations or the design and construction lssu with the

23 Palm Valley Plant?

24 A. it does not relate to the d in and construction

25 Issues, but there is a relation with the affiliate issuer.
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1 Q. Okay. How does it relate to the affiliate cost

2 issues"

3 A. Well, from an auditing perspective, we've got

4 invoices from AWS for banking fees, and we just - we

5 can't - there's - from an auditing perspective, we don't

6 know what those banking fees were It's not - it would be

7 different if the invoices came straight from a bank, say.

8 Then, you could say, "Well, the bank charged them X amount

9 for providing X service" But we're in a position where we

10 had a bill from AWS that didn't contain that detail.

1 1 Q, Would it make a difference to you if AWS simply

12 passed its banking costs on to LPSCO without any markup or

13 affiliate profit?

14 A. Well, I hope that's what they're doing.

i s Q, Okay.

16 A. And if that can be verified, then -

17 Q. Then, that resolves your issue; correct"

18 A. That resolves the issue.

19 Q, Okay.

20 A. It's just, again, from an auditing perspective

21 with the information we had, that's - we couldn't really

22 get at that issue

23 Q, Turn the page, Mr. Rowell, please. You've got a

24 line in there about the name changes. Does the issue with

25 respect to the name change affect any of the issues raised
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1 BY MR. W ILEY:

2 Q, 5. Okay. Is it your understanding that

3 Exhibit 5 provides a list of the component of the management

4 fees allocated by APT to LPSCO?

5 A. Well, there's one line labeled "Management Fees."

6 Q, Okay. But were you aware that all of these items

7 were included in the management fees that are referenced in

8 your testimony? Did you know that?

9 MS. WOOD: Objection. Speculation. Assumes

10 facts not in evidence

1 1 THE WITNESS: No.

12 BY MR. W ILEY:
13 Q, No?

14 A. It wasn't clear to me how this information tied

15 back to the information contained on the general ledger.

16 But I would say that would strike me as sort of odd

17 considering the -I believe this was provided in response

18 to a data request asking for, you know, justification for

19 all of the APT costs. So if this is just a justification

to for a portion of the APT costs, that would be surprising.

21 And additionally, the numbers don't add up. You know, you

22 can't reconcile back from -- it shows a total of - well,

23 actually, I won't get into that.

24 (Discussion off the record.)

25 ///
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1 in your testimony about the design or construction issues

2 with the Palm Valley Plant or the affiliate cost

3 allocations?

4 No. Again, that goes back - it's more of anA.

5 auditing issue.

6 Q. Okay. Do you know how Global does its affiliate

7 cost allocations?

8 A. I don't recall.

9 Q, Okay. Have you ever looked at the affiliate cost

10 allocation testimony in the Global rate case?

1 1 A. That was almost a year ago, but I did, yes.

12 Q. Okay. Have you made any comparison of

13 Algonquin's affiliate cost methodology to the methodology

14 used to buy Global?

A. No.15

16 MS. W OOD: Objection.

17 THE W ITNESS: I'm sorry.
18 MS. W OOD: Okay.

19 MR. WILEY: Let's go off for a minute.
2 o (Discussion off the record.)
21 BY MR. WILEY:
22 Q, Mr. Rowell, let me have you look back at ._ what

23 is that, Exhibit 5?

24 Ms. W OOD: 5.

25 THE WITNESS: 5.
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3
1 BY MR. W ILEY:

2 Q, If the Commission were to adopt RUCO's

3 recommendation or your recommendation that all affiliate

4 costs from APT be excluded from being passed down to LPSCO,

5 would you agree that APT could withdraw the provision of all

6 of those services to LPSCO?

7 MS. WOOD: Objection. Speculation. Assumes

8 facts not in evidence.

9 THE WITNESS: Well, with or without the

10 acceptance of the recommendation, I don't believe there's

11 any obligation for APT to provide these -- I mean, if you're

12 asking like are they legally obliged to provide the

13 services? l don't know that they -- that they are

14 BY MR. W ILEY:

15 Q, Do you agree that APT .. let me ask it this way.

16 Would you have any objections if APT decided not to perform

17 services as listed on Exhibit 5 to LPSCO and required LPSCO

18 to perform those services on its own?

19 A. As described here, if I read what's actually

20 listed here on Exhibit 5, it does not appear as if, you

21 know, LPSCO would be harmed if these services were not

22 provided by APT, using the term "services" liberally.

23 Q, So you wouldn't have any problem if APT withdrew

24 those services from LPSCO; fair?

2 s MS. WOOD: Objection. Asked and answered.

ifET
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1 THE WITNESS: Again, if what I have here on

2 Exhibit 5 is a complete description of the services that are

3 provided, then, yes, I wouldn't have a problem.

4 BY MR. WILEY:

s Q, Well, why would it matter whether that was a

6 complete description of services? If the Commission

7 ultimately adopts your recommendation to not allow any of

8 the costs incurred by APT to be passed down to LPSCO, would

9 you have a problem if APT withdrew those services from

10 LPSCO, whatever services they were?

1 1 MS. WOOD: Objection. Speculation. If he

12 doesn't know what other service they are, how is he supposed

13 to form an opinion, Todd?

14 THE WITNESS: You asked me two different

15 questions.

16 BY MR. W ILEY:

17 Q, I'm responding to the answer that you gave, Matt.

18 A. Well, you asked me what difference would it make

19 Q, Well, let me ask it to you this way, then, Matt.

20 If the Commission does not allow LPSCO to recover the costs

21 for services provided by APT, why would APT provide those

2 z services to LPSCO?

23 A. Why would APT provide these services to LPSCO?

24 Well, to a large extent, it's not clear that services are

25 being provided to LPSCO. So -
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1 somewhere - I can't Lind it. But there's somewhere on here

2 there's a reference to employee costs. Now, my

3 interpretation was that's APT employees at the Ontario

4 office. Yeah, here it is.

5 Q, Mr. Rowell, who provides the management of the

6 payroll system, the 401(k) services, and the health and

7 benefits for LPSCO, if you know?

8 A. It's not clear based on this document.

9 Q, Okay. So in other words, you don't low;

10 correct?
1 1 MS. WOOD: Objection. Asked and answered.

12 He just said he doesn't know.
13 THE WITNESS: I don't know.

14 MR. W ILEY: think I'm done, Mr. Rowell.

15 THE REPORTER: Do you want to read and sign?

16 MS. WOOD: Yes, please.

17 (The deposition was concluded at 2:39 p.m.)

18

MATTHEW ROWELL

* * * * 4

19

20

2 1

22

23

24

25

p a g e 1 6 3

Q, Who prepares the tax returns for LPSCO?
A. Again, I don't low which affiliate prepares the

1

2

3 tax returns.

4 Q, Who does the auditing services? Who performs the

5 auditing services for LPSCO?

6 A. Again, I don't low which affiliate provides

7 those services.

8 Q. Who makes the management decisions for LPSCO?

9 A. I believe the managers are employed by AWS.

10 Q, Who provides the financing for LPSCO?

1 1 A. Again, I don't low which affiliate provides

12 those services.

13 Q. Who provides the payroll system, 401(k) services,

14 and health and benefits for LPSCO?

15 A. It's not clear if that's - well, I understood it

16 to be AWS. My interpretation of Exhibit 4 - I mean, excuse

17 me, Exhibit 5 is that these are all services that are

18 provided at the Ontario office. In other words, I believe

19 there's a line on here regarding - where is it?

20 Q, Essentially, what you're saying is Exhibit 5 is

21 cost allocations for AWS; correct?

22 A. No, I'm not saying that.

23 Q, What are you saying?

24 A. My interpretation of Exhibit 5 was that these are

25 costs - for instance, you asked about employee costs. And
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)1 STATE OF ARIZONA

) ss.
2 COUNTY OF MARICOPA )
3 BE IT KNOWN that the foregoing deposition was
4 taken before me, CHRISTINE A. CHAMBERLAIN, a Certified
5 Reporter in and for the County of Maricopa, State of
6 Arizona, that the witness before testifying was duly sworn
7 by me to testify to the whole truth; that the questions
8 propounded to the witness and the answers of the witness
9 thereto were reduced to typewriting under my direction; that

10 the deposition was presented to the witness for reading and
11 signing; that the foregoing 164 pages constitute a true and
12 accurate transcript of all proceedings had upon the taking
13 of said deposition, all done to the best of my skill and
14 abil ity.
15 I FURTHER CERTIFY that I am in no way related
16 to any of the parties hereto, nor am I in any way interested
17 in the outcome hereof
18 DATED at Phoenix, Arizona, this 7th day of
19 December, 2009.
20
2 1

22
CHRISTINE A. CHAMBERLAIN
Certified Reporter
Certificate No. 5074 I

23
24
25
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1. PROJECT DESCRIPTION

A. Background

The Litchfield Park Service Company (LPS Co) provides sewer services to residents and
businesses located in Litchfield Park, Regional Analysis Zones (RAZ) 265 and 266,and
two developments (Wigwam Creek and Stardust Development) located outside the
LPS Co servicq g-38. Currently, there are no existing wastewater treatment facilities in
the immediate area, and wastewater from LPS Co is discharged to the City of Goodyear
157"' Avenue Wastewater Treatment Plant (WWTP) located approximately 5.7 miles
south of the service area. Because the wastewater generation from the LPS Co service
area is approaching the current capacity agreement of 1 .4 MGD, LPS Co proposes to
construct new water reclamation plants in provide for their service area. The addition of
the new facilities will likely reduce the overall capital and operational costs for current
and future LPS Co customers by eliminating the need for 6 miles of additional tnpk
sewer and lift stations. In addition, consumers will benefit from the reduced cost of
reclaimed water, which will be processed much closer to the point of reuse.

To accommodate existing and future flows, two new water reclamation facilities (WRF)
are proposed: the Palm Valley and the Sarival WRF. Combined, the new treatment
facilities will provide tertiary wastewater treatment rd reclamation for all of the sewage
generated in the present and future LPS Co service areas.

Design and construction of both the Palm Valley WRF and Sarival WRF will occur in
two phases. Phase I will have a maximum month daily-average flow (MMDF) capacity
of4.1 MGD and the full build-out (Phase II) will have a capacity of8.2 MGD. This
report details Phase IofPalm Valley WRF only.

B. Location

The proposed Palm Valley WRF will be constructed in the City of Goodyear, Maricopa
County, Arizona, approximately 20 miles west of Phoenix, Arizona (See Figure 1). The
Palm Valley WRF will be constructed on property currently owned by glmggr LPS64
Development Company. The property will be sold to LPS Co for the purpose of
maintaining and operating the facility. The Palm Valley WRF will be located on
McDowell Road between Bullard Avenue and Litchfield Road in Section 33, Township
ZN, Range aW of the Tolleson Quadrangle (See Figure 2). This location is in close
proximity to an existing lift station where wastewater from the eastern portion oflLPSCo
service area is collected and conveyed to the City of Goodyear 157'*' Avenue WWTP.
Locating the Palm Valley WRF near this junction eliminates the need for an additional
lift station and reduces additional sewer routing.
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There are no known drainage courses within 1,000 feet of the project site. Wastewater
will be processed to exceed the current ADEQ Title 18 requirements for class A+
effluent, enabling unrestricted imlgation re-use. Effluent will likely be stored in 1) lined
golf lakes adjacent to the facility and 2) an effluent storage facility (seven million gallon
reservoir) noMwest of the Palm Valley WRF. The reclaimed water will be used to
imlgate four 18-hole golf courses currently served by LPS Co, four future courses under
development, and numerous public parks that will be converted to reclaimed water
irrigation. In addition to golf course and park irrigation, there are two other proposed
discharge*sites in the LPS Co area. It is estimated that the golf course and park irrigation
demand iii' LPSCo's service area will be less than the quantity produced by the facility.
Therefore, remaining effluent will likely be stored in the storage facility for groundwater
recharge or other irrigation. Finally, any excess effluent remaining will .be discharged to
the Roosevelt Irrigation District (RID) canals in accordance with the National Pollution
Discharge Elimination System (NPDES) permit, Figure 3 shows the existing and
proposed water reclamation distribution system.

c . Proposed Design

Phase I design and construction for the Palm Valley WRF is expected to be completed
and operational by December 2001, .It will be designed by Pacific Advanced Civil
Engineering, Inc. (PACE), a licensed Arizona civil engineering firm, and constructed by
Pacific Environmental Resources Corporation (PERC), a licensed Arizona contractor,

I
I
I

The proposed Phase I design for Palm Valley WRF will be based on biological oxidation
utilizing the activated sludge process. The plant will include screening, grit removal,
anoxic/ aerobic biological nutrient removal, tertiary filtration, ultraviolet (UV)
disinfection, and advance sludge digestion. The proposed secondary treatment process is
a sequential batch reactor (SBR) system. The SBR treatment process will utilize anoxic
mixing, aerobic mixing, and static reaction capabilities to provide biological oxidation,
nitrification, denitrification, phosphorous removal, and clarification within one reactor
tank. To provide process redundancy and obtain a Phase I maximum month daily flow
(MMDF) capacity of 4.1 MGD, a minimum of two reactor tanks and an anoxic reactor
tank will be constructed.
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D. Project Contacts

Principal Developer: Litchfield Park Service Company
David Ellis, General Manager
111 W. Wigwam Blvd. Suite B
Litchfield Park, AZ 85340
(623) 935-9367

Principal
Facility Operator: Litchfield Park Service Company

111 W. Wigwam Blvd. Suite B
Litchfield Park, AZ 85340
(623) 935-9367

Project Civil
Engineer: Pacific Advanced Civil Engineering, Inc. (PACE)

James A. Matthews, P.E.
Main Office:
17902 Georgetown Lane
Huntington Beach, CA 92647
(714) 843 -5734

Phoenix Office:
4620 E. Elwood St., Ste. B14
Phoenix, AZ 85040
(480) 557-8525

General Contractor: Pacific Environmental Resources Corp. (PERC)
Johan Perslow, P.E., C.E.O.
Main Office:
17862 Georgetown Lane
Huntington Beach, CA 92647
(714) 375-5338

Phoenix Office:
4620 E. Elwood St., Ste. B14
Phoenix, AZ 85040
(480) 557-8525

Project Site' North side of McDowel1 Road,
Between Bullard Avenue and Litchfield RoadI
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City of Goodyear

Requirement Regulato Agency
Permit to Construct (ATC) Maricopa County Environmental Services

Department
Approval of Construction (ADC) Maricopa County Environmental Service

Department
Aquifer Protection Permit (APP) Arizona Department of Environmental Qualm

Arizona Department of Water Rcsourccs

Arizona Department of Environmental Quality
Arizona Dcpamnent of Environmental Quality

6

IArizona Department of Enwlronmental Cali
Maricopa County Environmental Services
Department
City of Goodyear, MAG Water Quality
Advisory Committee, MAG, Management
Committee, MAG Regional Council, ADEQ
Ci of Goodyear
City of Goodyear
City of Goodyear

Reclaimed Wastewater Recharge
Permit
Reclaimed Wastewater Reuse Permit
National Pollutant Discharge
Elimination System (NPDES) Permit

' J'Sludge Disposal A cement
Air Quality Permit

MAG 208 Amendment

Grading Permit
Architectural and Zoning Approval

Reclaimed Wastewater Reuse Permit

Building Permit
Flood Control Maricopa County/Flood Control

Palm Valley Water Treatment! Facility
Phases I Design Report

April 2001
#7244E

II. GENERAL REQUIREMENTS

Design and Construction Standards
The design and construction of the Palm Valley WRF Phase I will be in conformance
with the following codes:

- MAG - Uniform Details and Standard Specifications for Public Works
Construction - 1998

- City of Goodyear Engineering Standards and Policies Manual
- ADEQ Engineering Bulletin ll - 1978

Uniform Building Code (UBC) -. 1997
- Uniform Plumbing Code (UPC) - 1997
- Unifonn Fire Code - Latest Edition

Permits
Table l list the pennies required for Palm Valley WRF Phase I.

Table 1. Required Permits

9 4
<#3 *a -

o2»>»~*»,»»/
0M"67¢/4§"°

W u

.m

Electrical Power Supply and Controls

The Palm Valley WRF Phase I will require a new service connection to the facility from
APS. A 3000 amp service entrance and meter section will be installed at the north end of
the facility. From the service pedestal, power will be routed to a 3000 amp Automatic
Transfer Switch (ATS). The transfer switch will be fed by both the prime APS power
source and a 1500 KW diesel powered generator. In the event that prime power is lost
due to service provider failure or construction damage, the ATS will automatically start
the generator and transfer power to generator service. Once prime power is restored, the
ATS will automatically transfer back to prime power. The generator will be equipped

I
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43 ,f

with a 12-hour fuel tank and automatic exerciser clock, which will nm the generator once
a week to ensure proper operation when needed. The load calculations performed by the
electrical engineering consultant, Wright Engineering, indicate that the 1500 KW
generator will be sufficient for the Phase I facility. An additional generator and
paralleling switchgear will be needed for Phase ll due to the increase in UV and filtration
equipment.

oX?
From the ATS, power will be routed Jo sub~distribution panel which will supply power
to the Sludge Processing Building, the SBR Building, and the future Phase II facility
separately. Each of the facilities will have independent Motor Control Centers (MCC).
Each MCC will be controlled by a local programmable logic control (PLC), which will
communicate via network to other PLC units in the plant. By having the command
instruction local to each system, a computer problem with one controller or network
connection will not affect other controllers in the system.

A11 PLC units will be Allen Bradley modular controllers. By providing commonality
between PLCs, spare parts and service requirements will be reduced. The following
processes will use PLC control:

- Influent Lift Station
- SBR Mechanical and Process Controls
- Influent Screening Process
- Effluent Filtration
- UV Disinfection
- Solids Processing and Dewatering

Potable and Non Potable Wafer Svstems
Potable water will be supplied to the facility from the city's water mains. A reduced
pressure backflow prevention device will be installed at the point of connection. The
water supply main will be sufficient to provide potable water for sinks, toilets, and
showers as well as fire hydrants. Based on the Uniform Fire Code, the required tire flow
for the 4,1 MGD facility will be approximately 2000 GPM for a duration of 2 hours.

Reclaimed water use in the facility will be limited to wash water for the influent screens
and sludge dewatering equipment, and landscape inf gation. The reclaimed uses M11 be
supplied from a pressurized storage tank which is connected directly with the effluent
discharge line. 1 . ..

Reclaimed water will be used to imlgate landscape around the facility. Purple pipe will
be used above and below ground to identify the reclaimed water lines from other potable
from non-potable piping systems. Separation between potable and non-potable water
lines will be maintain to MAG .- Uniform Details and Standard Specifications for Public
Works Construction, Detail 404-1.

Construction of all new potable and non-potable water lines will be in conformance with
MAG standards, sections 610, 611, 615, and 616 where applicable.
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Plumbing Color Coding and Marking Requirements
All exposed plumbing in the Phase II and Phase HI treatment facilities will be properly
color coded and marked. The following color-coding will be used to identify and
distinguish between plumbing and piping systems:

Process or Fluid Description
Raw Untreated .- Wastewater
Secondary Treated .- Wastewater
Tertiary Treated - Wastewater
Return Activated Sludge (RAS)
Waste Activated Sludge (WAS)
Compressed Air
Backwash / Wash Water Waste
Polymer Feed
Fire Protection
Potable Water

Color Requirement
Dark Gray

Gray
Purple

Dark Brown
Dark Brown
Dark Green

Light Brown
Orange

Red
Dark Blue

In addition, all pipes will be marked with identification markers and indicate direction of
flow. All valves will be provided with stamped number identifiers. A list of valves,
identifying numbers, intended use, and normal position will be maintained in the facility
operation and maintenance manual.

Flood Protection
The buildings will not be susceptible to flooding during a major storm event since the
entire facility will be elevated at least five feet above the 100-year flood elevation. The
site will have stone water retention ponds to handle a 100-year storm event. Further
details on storm water retention are provided in the Palm Valley WRF Drainage Report
(PACE, February 2001).

Erosion Control
A Stormwater Pollution Prevention Control program will be prepared in accordance with
NPDES requirements. Final design of treatment facility grading, drainage, and erosion
control has been submitted to the Maricopa County Flood Control District and has gained
approval.

E_/7luent Disposal and Re-use
Primarily, effluent will be stored in lined golf lakes within the City of Goodyear and
Litchfield Park to be used for irrigation at golf courses and parks located within LPS Co
service area. Because golf course and park demand for the reclaimed water will be less
than the amount produced, a secondary discharge system is available northwest of the
Palm Valley WRY for effluent storage (seven million gallon reservoir) and distribution.
Ultimately, the storage facility may also facilitate groundwater recharge. A lilrther
detailed discussion on effluent utilization and disposal will be provided in the Litchfield
Park Service Company Ef'luent Management Plan (PACE, April 2001).

The intended reuse application will be for unrestricted access landscape initiation.
Therefore, the mandatory effluent water quality requirement includes disinfection to a

I
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Hazardous MaterialDescription Sources of Possible Contamination
Raw Domestic Wastewater

Reclaimed Wastewater

Screened Solid Waste Material
Sodium Hydroxide (Caustic)
Sodium Hypochlorite
Fertilizers
Machine Oil

Mechanical or Electrical System Failure Causes
System Overflow
Run-offFrom Irrigation Fields and Plant
Hydraulic Overload
Improper Material Handling and Disposal
Leak from Storage Tank
Leak from Storage Tank
Run-off From Irrigation Fields

I »

Improper Maintenance of Mechanical
E up went

Palm Valley Water Treatment Facility
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fecal coliform count less than 25/100 ml (5 day median) and less than 75/100 ml (single
sample maximum). Irrigated areas, along with effluent handling and storage systems,
will be posted with required Signage reading, "CAUTION: RECLAIMED WATER - DO
NOT DRINK" on a purple background. All on-site reclaimed water pipelines and
sprinkler fixtures shall be color coded purple for reclaimed use identification.

The anticipated high water quality (low BOD, low nutrients) of the discharged effluent,
along with the relatively low application rates, suggest no odor problems for spray-
im'gated areas. Measures to be implemented for odor control include the discontinuance
of irrigation, recirculation of effluent in storage lakes for further treatment, and
application of odor reducing agents.

Hazardous Materials
The wastewater treatment facility will not accept any hazardous materials. LPS Co will
develop and implement a pre-treatment program for commercial and industrial users and
will conduct periodic tests and inspections to identify illegal dumping into the sewage
collection system.

!<$» WE
. Fm H. 1.4W,,e

Spill A/Ianagement Plan
The following plan is a recommended course of action only, LPS Co staff members will
develop a worldng Spill Management Plan, as well as other management plans for proper
operation and maintenance of the Palm Valley WRF.

This spill management policy is directed by the use of "best management practices"
(BMP) for the identification, containment and clean up of any hazardous material spill
related to the operation and maintenance of the wastewater treatment facilities.

The operation of the treatment plant and associated facilities will be under the direct
supervision of LPS Co. They will provide all necessary materials and funds required for
proper operation and maintenance. Proper and routine facility maintenance is the key to
preventing unauthorized spills.

'Z

I! At no time, with the exception of raw domestic wastewater, will hazardous materials be
stored on~site. The daily plant operations and processes do not require the use of
hazardous chemicals or materials. Table 2 list the potential pollutants of concern and
sources of contamination :

Table 2. Potential Sources of Hazardous Material Spill at Palm Valley WRF
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As part of the daily operations of the wastewater treatment facility, raw domestic
wastewater will enter the plant and be stored on-site for processing. Installed redundant
pumping systems have been provided throughout the treatment process. In the event of
electrical failure, emergency back-up power will be provided by the stand-by generator
for uninterrupted nonna operations of the entire Phase I facility.

7
Solid domestic wastes will be removed daily from the raw domestic wastewater stream
by the screening station. These solids QTITEE comprised mostly of solid inorganic
material, paper products, and grit. The material will be removed from the screen,
conveyed, dewatered, bagged, and placed in a disposal container. All drain water will be
directed back to the screening box and reintroduced into the waste stream for treatment.
The influent screens, the grit vortex, and associated dumpsters will be located entirely
indoors in the headwords room. The air contained within the headwords room will be
exchanged and scrubbed continuously. At no time, will the maintenance staff be
pennitted to leave the container uncovered or otherwise exposed to the elements. The
maintenance staff shall contract with a licensed waste disposal company to periodically
remove the contents of the containers and haul Ir to a sanitary landfill for proper disposal.
LPS Co will apply for and obtain a waste disposal penni for hauling and disposal of
screened and grit waste.

Caustic, acid, and sodium hypochlorite, used for odor scrubbing, will be stored in beaned
chemical storage tanks within close proximity to the odor scrubber units. In the
a release, the chemicals will be confined within surrounding berms, collected, and
conveyed directly to the influent lift station.

event of NG

Certain conditions may arise where the use of fertilizers is required for the maintenance
of the on-site irrigation areas. When in use, fertilizer will be used in accordance with the
manufacture's specifications and shall not be applied in excess of required dosage.

I

I

All materials required for proper maintenance of mechanical machinery will be stored on~
site in a dedicated maintenance facility. When lubrication of machinery is required, the
maintenance staff will transport the oil directly to the unit and follow the manufacturer's
recommended procedure for lubrication. After service is complete, all unused volumes
will be returned to their allocated storage area.

Confined Space and Saferv Issues
All standard safety requirements will be adhered to during construction, operation and
maintenance the Palm Valley WRF. Because the facility has covered tanks and an
enclosed headwords area, OSHA Confined Space Entry Requirements will apply to the
facility.

Tank entry is not required during nonna operation and maintenance of the reactors and
associated equipment. The jet aeration manifolds do not require any service or
maintenance. The jet mixing pumps will be installed on guide rails for easy retrieval
from the top of the tank. The access to each of the SBR pumps is located outside of
buildings. Other submersible pumps can be accessed via a forklift from inside of the
buildings by full drive approach access.
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During tank maintenance, the associated reactor will be drained, cleaned, and the
mechanical and structural systems will be inspected. Maintenance personnel performing
this service will be required to be thoroughly knowledgeable of OSHA, Title 8, Section
5158 and related requirements including respiratory and fall protection, lockout, and fire
prevention. In addition, the tank atmosphere will be continuously monitored for
hazardous gas/toxin accumulation. Ancillary air ventilation will be provided prior to
entry and an OSHA approved safety hoist will be available in case of emergency exit.
The following sections from Title 8 apply:

5158(d)(11) and 5158(e)(l) - Respiratory Protection
5158(e)(1)(D) and 5158(@)(2)(A) - Standby Employee
5158(d)(1) .- Feasible Entry and Exit Provisions
5158(e)(2)(B) --- Effective Means of Communication
5158(d)(5)(A) .- Continuous Atmosphere Testing

The operation staff will be required to enter the headwords area on a routine basis for
operation and maintenance of the screening and grit equipment. Ventilation will be
provided to allow for a minimum of six changes per hour. On-line gas detection and
monitoring equipment will be provided in these areas along will emergency respiration
and fire extinguisher equipment. The gas monitoring equipment will transmit
information to the plant controls and SCADA system for data logging and alarming.
Operators will be able to verify atmospheric conditions prior to entry.

All submersible pumps and mixers will be supplied with FM approval, certified for
"Explosion Proof" installation in Class I, Divisions service areas. All control panels and
associated wiring terminal boxes and pull boxes in the headwords and sludge processing
areas will be NEMA 4X (Gas tight).
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Average Influent BOD5 (mg/1) 200
Average Influent TSS (mg/1) 230

Average Wastewater Flow Influent MGD

Average Influent TKN (mg/I)
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III. TREATMENT AND DISPOSAL

A. ExistingProjectFlows

Existing flows (currently to Goodyear WWTP) for the Palm Valley WRF are largely
residential and are expected to remain so based on proposed developments in surrounding
regions in the LPS Co service area. Existing flow and biological loading data were
obtained from the Goodyear WWTP, as well as, data from a composite sampler and flow
meter specific to the LPS Co servicearea. This information is provided in Appendix A.
From the existing data and composite samples taken, PACE assumed an average
biological loading of 300 mg/l BOD, 300 mg/l TSS, and 45 mg/l TKN. The hydraulic
design of the facility provides for a maximum month daily flow (MMDF) capacity of 4.1
MGD, a peak day flow of8.2 MGD (2.0 x MMDF) and a peak hour flow of 11.1 MGD
(2.7 x MMDF). The peaking factor of 2.7 was conservatively based on flow monitoring.
For the monitoring period from September through November (peak months), the peak
flow did not exceed 2.5 times theaverage daily flow. The maximum differential between
the highest peak flow and the lowest average flow was less than the 2.7 factor during
monitoring. Increases in flow with future development to the design 4.1 MGD rate will
most likely decrease the peaking factor as compared to the year 2000 data.

Table 3.
Sept-Nov 2000 Average Influent Flow Characteristics

from LPSCO Service Areas

B. Current and Projected Population

For the purpose of the MAG 208 filed in August 2000, four regional areas were used to
define the total LPS Co service area. These four areas include the City of Goodyear's
RAZ 265, 266 (Litchfield Park), the Stardust Development service area, and the Wigwam
Creek service area. For planning purposes, these areas are expected to contribute
wastewater flow to the proposed wastewater treatment plants. Figure 4 illustrates the
areas that make up the complete LPSCO service area.

I

I

I
I
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Table 4 summarizes the population projection for each of the four service areas through
the year 2020. The population numbers presented for RAZ 265 and 266 are taken from
the June 1997 Maricopa Association of Governments (MAG)Socioeconomic Projections
Interim Report, The Stardust Development and the Wigwam Creek Development service
areas were assumed to be excluded from the RAZ 265 and 266 population numbers and
are taken from separate sewer conveyance studies by SMF Engineering and Black &
Veatch LLP.
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I Population by Planning Area

Year RAZ 2651
RAZ 2661

(Litchfield Park)
Stardust

Developments
Wigwam Creek
Developments Total

2000 8,671 4,876 3,011 3,746 20,304

2005 11,336 6,517 6,500 7,200 31,553
2010 14,410 8,452 8,600 10,700 42,162

015 20,493 12,561 Built~out Built-out 52,354

020 30,139 14,688 Built-out Built-out 64,127

Wastewater Flow Projections (MGD)

Year
Based on MAG Projections Based on Black & Veatch Report

AAD Peak Hourly AAD Peak Hourly'
2000 2.03 4,47 1.32 3.56
2005 2.66 5.85 3.12 8.42
2010 3.43 7.55 5.49 14.82
2015 4.79 10.54 7.87 21.25
2020 6.41 14.10 10.24 27.65

Palm Valley Water Treatment Facility
Phases I Design Report

April 2001
#7244E

Table 4. Population Projection for LPS Co Service Area through 2020

Notes: l . Source: June 1997 MAG Socioeconomic Projections Interim Report.
2. Calculated by P.A.C.E. Full build-out AAD flows were taken from the Draft
Stardust/Wigwam Creek Conveyance and Treatment Study. Full build-out for Stardust and
Wigwam Creek was assumed for the years behveen 2008 and 2010. Calculation assumptions:
Unit flow of 100 gpcpd and a 50% population increase every Eve years.

Future wastewater flows were studied in Addendum Number 2 to the Wastewater Master
Plan Litcnfela' Master Planned Community (SMF Report) that was prepared by SMF
Engineering Corporation in January 1998. Black and Veatch prepared the Preliminary
Wastewater Planning Study for SucCor and Litchfield Park Service Company in July
1998. The SMF Report only provides full build-out wastewater flow projections. The
Black 8: Veatch report used the full build-out wastewater flow projections from the SMP
Report and calculated the flow projections over time. Table 5 summarizes wastewater
estimates based on MAG and Black & Veatch population estimates:

Table 5. Wastewater Flow Pro.iections in LSPCo Service Area through 2020

1 Calculated by P.A.C.E with a peaking factor of 2.7.

The wastewater flow projections from the Black & Veatch Report generally have a higher annual
average day (AAD) flow than the MAG interim projects. For the purpose of this design, the
Black ac Veatch population numbers (and therefore the sewer flow rates) are assumed to be more
accurate because the Black & Veatch report was specific to the Goodyear North Planning Area
where as the MAG projections are based on countywide modeling. it is important to note that
the reports from MAG, Black & Veatch, and SMF use AAD as their primary flow unit. AAD is
the average daily flow for one year. The maximum month daily How (MMDF), which is used in
this report, is the average daily flow in the month of the year with the highest cumulative flow.
Therefore, MMDF represents higher flow than the AAD, providing a more conservative design.
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c. Treatment Alternatives

To determine the best design alternative to meet LPSCo's need for increased wastewater
treatment capacity, two treatment methods were analyzed based on cost of construction,
anticipated effluent quality and cost of operations and maintenance. Only treatment
methods that include nitrogen removal technologies were considered. These treatment
methods were:

• Oxidation ditch
Sequencing batch reactor (SBR)

Of these two alternatives, SBR's offer advantages in terms of construction costs, land
required, ease of expansion and operational flexibility that make the sequential batch
reactor the most viable treatment alternative. The following is a list of benefits
associated with using the SBR treatment method:

Lower initial capital cost
Higher degree of operational flexibility with respect to quality of effluent and
D.O. controlled aeration system.
Complete quiescent settling for improved TSS removal.
No additional clarifiers
Both systems are proven treatment processes.
Capacity up-grades and phasing do not require modification or intemiption of
current treatment process.
Completely enclosed, automated headwords and sludge processing with odor
control allows set-backs to be reduced to l50'
A completely enclosed treatment basin with odor control provides reduced
setbacks and process temperature stability.
All equipment installed with~in masonry building structures reduces noise and
provides comfortable service conditions for operations staff,
Effluent quality meets current and proposed ADEQ class A+ standards for
reuse/recharge
Effluent quality meets current and anticipated future nitrogen requirements for
surface discharge.
High degree of automation reduces operational staff requirements
Significantly smaller footprint requires less site work and yard plumbing.
Sludge digestion and processing meets EPA 503 standards for reuse and
potential sale
UV disinfection produces no handful by-products.

The following is a list of disadvantages associated with using the SBR system

I
I
I

I

I

I
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New treatment process requires some re-training of existing operations staff
Automation requires knowledgeable operators
SBR system has slightly more mechanical equipment than the standard
surface-brush oxidation ditch. However, the SBR facility uses multiple,
smaller units for ease of maintenance and servicing.
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D. Project Wastewater Reclamation System Description

The development of the Palm Valley WRF will occur in two phases, of these,
only Phase I is addressed in this report. The site layout of Phase I is shown in
Figure 5.

The Phase I facility will provide 4.1 MGD of capacity using a Sequential Batch
Reactor (SBR) design. This facility will provide screening, grit removal, primary
flow/load equalization, secondary biological oxidation, biological nutrient
removal, secondary clarification, secondary flow equalization, filtration, UV
disinfection, autothemial thermophilic aerobic digestion (ATAD), and sludge
dewatering.

The proposed SBR treatment system will provide an advanced level of treatment
for reuse in landscape irrigation and groundwater recharge. The design sizing for
the SBR treatment facility, is listed below.

Design Capacity
Treatment Capacity
Hydraulic Capacity

- Maximum Month Average Day Flow (MMDF)
.. Maximum Day Generation (2.0 x MMDF)
- Peak Hour/Storm Flow Condition (2.7 x MMDF)

Note: The 2.7 pealing factor applied is based on current and prob ected flow
patterns identified in both the SMF Engineering and Black and Veatch studies
perfonned on the collection system that ranged from 1.9 to 2.7. Actual flow data
from September 2000 through November 2000 showed an average daily peaking
factor of 1 .9 and maximum peaking factor of 2.5 (see Appendix A).

The capacity figures for Phase I of the Palm Valley WRY are included in Table 6
and design calculations are provided in Appendix B.
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1. Phase I Process Design Description

The Phase I design of the Palm Valley WRF will provide screening, grit removal,
primary flow/load equalization, secondary biological oxidation, biological
nutrient removal, secondary clarification, secondary flow equalization, filtration,
UV disinfection, and Autothermal Therniophilic Aerobic Digestion (ATAD)
sludge digestion. The proposed plant design is based on a variant of the
Sequential Batch Reactor (SBR) process. The SBR process combines secondary
treatment (aeration) with secondary clarification in a single reactor tank operating
in a "fill" and "draw" mode. The process flow schematic is shown in Figure 6.

Injluerzt LM Station:

Wastewater will enter the facility through a 36-inch ductile iron pipe to the
influent lift station located directly underneath the headwords building. The lift
station will be a partition inside the facility's anoxic reactor and will be
approximately 25 feet wide, 25 feet long, and 37 feet deep. Because the invert of
the sewer connection is 30 feet below grade, the lift station profile will extend 7
feet below the sewer influent line to prevent surcharge of the sewer. The 7 feet,
including some freeboard, provides a working volume of approximately 19,000
gallons.

L<,l,,, a.

)'*°L*'*'9"*sJ,

fl

With an anticipated peak hour flow of 11 .1 MGD (4.1 MGD x 2.7 pealing
factor), three 75-hp pumps will be installed at the bottom of the lift station to
provide 11.1 MGD at 60 feet of head with the largest pump out of service (3850
rpm per pump). The pumps will be controlled by a continuous level measurement
sensor. The wet well control system will automatically rotate operation of the
pumps as lead, lag and stand-by, with the lead pump operating as a VFD driven
pump. The controller will maintain normal operating depths of 5.5 feet above the
sump floor (high) and 3.0 feet above the sump floor (minimum). By-pass
contactors will be installed on each influent pump starter to allow the pumps to
operate at full speed if the VFD drive fails. Appendix B contains the pumping
sequence for the lift station, without VFD operation, to indicate the most severe
operating cycle times, and motor starts per hour.

¢2,,,~J~

4

A non-intrusive, gravity flow meter will be installed in a manhole upstream from
the lilt station. The flow meter will be an electromagnetic open channel flow
meter and will provide accurate instantaneous and totalized flow functions. The
signal from this meter will be fed back to the plant controller for data logging and
SCADA control functions.

I
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The anoxic reactor will contain three 45 HP SBR fill pumps and one 32-jet
aeration manifold connected to a submersible 45 HP jet mixing pump. If needed,
air can be supplied to the anoxic reactor from the SBRs' positive displacement
blowers to pre~treat BOD and ammonia before entering the SBR reactors. In this
mode of operation, the anoxic reactor is converted into a pre-aeration surge tank
and allows the facility to treat beyond an average day flow of4.l MGD with one
of the two SBR reactors out of service. Mixing operations will be automatic and
can be adjusted through the main control panel or SCADA system.

The three submersible SBR fill pumps will be installed with a variable frequency
drive controller. The pumps will automatically rotate between lead (VFD), lag,
and stand-by. Based on the level in the anoxic reactor, the fill pumps
automatically alternate filling the "in-loop" SBR reactor and providing return
activated sludge (RAS) back to the anoxic reactor. The fill pumps are identical to
the anoxic and SBR reactor jet mixing pumps to provide additional reliability and
operations flexibility. Each fill pump has a capacity of5,500 GPM at 22 feet of
head. Therefore, two pumps in operation (11,000 GPM) are more than capable of
meeting the peak hourly flow of7,700 GPM (1 l .1 MGD) with one unit out of
S€l'vlc€.

The liquid level in the anoxic reactor controls the operation of the anoxic reactor
and the two SBR basins. When the level in the anoxic reactor reaches the pre-set
high level of 15 feet above the main floor, the influent valve to SBR 1 is closed
and the influent valve to SBR 2 is opened. The mixing and aeration in SBR l is
turned off and the reactor is sent into timed "settle"mode. When the settle timer
times-out, SBR l enters the "decant" mode of operation. While SBR 1 is in
"settle" and "decant" modes, h)vo of the fill pumps in the anoxic reactor fill SBR
2. When SBR 2 reaches the crest of the RAS weir (constructed as part of the tank
cover support structure) aerated mixed liquor spills over the weir and runs in the
trough back to the anoxic reactor. SBR 2 is now said to be in "interact" mode
because the SBR reactor is "in-loop" with the anoxic tank. This "interact" mode
continues until the anoxic pre-set high liquid level is again reached at which time
the influent valve to SBR 2 closes and the influent valve to SBR 1 opens and the
cycle starts again. The high level set point of 15.0 feet in the anoxic reactor
allows for peak hour flow surge storage up to a depth of 26.0 feet. This additional
14 feet of storage allows for the SBRs to maintain fill and draw operation up to
the peak hour flow without a fill/decant scenario. In single tank mode, the
operator can lower the anoxic reactor high level set point to additional influent
storage and anoxic / aerobic pre-treatment in the anoxic reactor during settle and
decant. In this respect, the facility is designed as a three-tank SBR (one tank in
series with the other two in parallel).

During the "interact" mode, the SBR reactor "in-loop" acts as the aeration basin,
providing dissolved oxygen for BODY reduction and ammonia conversion. When
the nitrified mixed liquor flows back to the anoxic reactor, the high carbon content,
low D.O. and high degree of mixing provides optimal conditions for denitrification.
In addition, as with traditional SBR technology, the operator will have the ability to

I
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cycle air delivery on and off in the SBR reactors to facilitate further reduction in
total nitrogen and energy savings due to reduced mechanical equipment operation.

The RAS troughs in the SBRs also provide scum removal during the "interact"
phase. As scum develops on the water surface of the SBR, it is flushed into the
trough and returned to the anoxic reactor. The mixing in the trough and the free-
fall into the anoxic reactor will re-entrain the scum into the water, reintroducing it
back into the system for subsequent biological food mass.

Sequential Batch Reactors

From the anoxic reactor, water is pumped to one of two SBR reactors. Each of
the reactors has a total worldng volume of 1,556,000 gallons. These basins
provide mixing and aeration via submerged jet aeration manifolds and positive
displacement blowers. Each reactor contains four 45 HP jet mixing pumps, four
32 jet mixing manifolds and six 19 foot long fixed, solids excluding decanters.
Each mixing pump provides 5,500 GPM at 22 feet of total dynamic head to drive
the jet aeration system. The 1,500 CFM blowers are staged and cycled on and off
automatically by the PLC controller based on operator set points. Five blowers
are provided for the pair of SBR reactors, two blowers can provide up to 3000
CFM per basin with the fifth blower installed as backup. Because air is not
delivered on a continuous basis, electrically actuated valves control which SBR
reactor the blower manifold output is connected to. In this respect, all five
blowers are available to each of the SBR basins. Therefore, the maximum
aeration rate of each SBR basin is limited by the maximum aeration rate of the jet
nozzles. With 128 jet nozzles per basin and a maximum aeration rate of 50 CFM
per nozzle, the maximum aeration rate per SBR basin is 6400 CFM (50 x 128).
During normal operation, the aeration system is designed to deliver 23.4 CFM per
nozzle or 3000 CFM per basin. If one of the motor operated valves is out of
service, the blowers can be paired and isolated for independent aeration of each
SBR at 3000 CFM.

Each blower will be supplied with a sound reduction enclosure. The enclosure
will reduce the anticipated noise level of 95 ElBA to approximately 80 ElBA. In
addition, the blowers will be housed in a masonry building, which will provide an
additional 6dBA reduction outside of the structure. Operators will be required to
wear ear protection when working in and around operational blowers.

The SBR reactors and associated equipment have been designed to reduce the
incoming Biological Oxygen Demand (BOD) from an average concentration of
300 mg/l to less than 5 mg/1 (more than 98% removal). In addition, the aeration
system will provide complete nitrification of average influent ammonia
concentrations of 40 Ing/1.

The SBR basins will cycle mixing and aeration to provide a significant degree of
denitrification. As indicated above, mixed liquor suspended solids will be
returned to the anoxic reactor for conditioning and further denitrificatiorl.

I
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The facility will be able to self regulate dissolved oxygen levels in both SBR
reactors and the anoxic reactor. This will be accomplished by programmable
logic control (PLC) and D.O. sensors located in the reactor basins. The control
system for the facility will allow both D.O. and timed modes of aeration control,

Based on a level signal from the anoxic reactor, the SBR basins will operate in
sequence for the purpose of settling. When an SBR basin enters the settling
mode, all inflow is diverted to the other SBR reactor. The timed settle period
provides a quiescent tank in which unhindered settling is rapidly achieved. with
an anticipated 45 minute settle period, the plant design allows for settle depths of
several feet below the 6.5 ft decant depth (approximately 410,000 gallons).
During settle and decant, complete isolation (no till) is maintained up to the peak
hour flow rate.

In the scenario where one SBR basin is out of service, the facility can be operated
to process wastewater at the design flow rate. The treatment process will be
altered slightly by having the anoxic reactor participate in the aerobic wastewater
treatment process. Normally, the anoxic reactor will operate at only half its
volume (i.e., the high water level is only at 15 feet instead of 26 feet). However,
because the additional volume in the anoxic is designed to accommodate one full
batch and has all the mixing and aerating capabilities of the SBR, the anoxic
reactor would perform as both an equalization tank and an aeration tank. By
mixing and aerating the incoming influent prior to sending it to the SBR, it
effectively reduces the amount of aeration required in the SBR, hence reducing
the overall reaction time needed in the SBR reactor. In addition to volume
capacity, the air needed to handle the BOD loading is more than sufficient due of
the blower configuration. The blowers that are typically assigned to the SBRs can
be reassigned to the anoxic reactor by adjusting manual air valves, supplying up
to 1600 CFM of air to the anoxic reactor. In this mode of operation, the anoxic
reactor acts as an SBR with no settle or decant and can effectively reduce the
BOD and ammonia entering the SBR reactor. The SBR reactor provides cyclic
aeration to complete the oxidation of BOD and ammonia and provide
denitriiication.

In addition, equipment, such as pumps and manifolds, are chosen and sized to
allow for equipment redundancy. In cases where an SBR basin has to be taken
out of service because of mechanical reasons, the failed equipment can be
replaced within a few hours. The jet pumps and fill pumps in the SBRs, A TADs,
aerobic digesters, and the anoxic reactor are all the same model. Thus, if one
pump is out of service, another pump (such as an installed redundant pump) can
be used to replace the failed pump.

i
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Headwords ... Screening and Grit Removal

The headwords will be installed inside the operations building. The system will
consist of two identical mechanical screens with W' openings. Each screening
system will include automatically cleaned screen surface, spiral solids conveyer,
high pressure solids washer, solids De-watering compactor, and solids bagging
unit. Each screen unit will have a peak capacity of 5.55 MGD for a total
screening capacity of l l.l MGD. An internal weir within each screen unit will
provide for unattended, automatic overflow by-pass of the screens. The screening
units will be supplied as complete packaged systems constructed out of 304 and
316 stainless steel and enclosed in a box to reduce odor emissions into the
screening room.

From the screens, wastewater will flow by gravity to a vortex grit removal unit.
The grit removal unit will be constructed from stainless steel and be provided
complete with a control panel and air circulation blowers. The grit unit will be
fully covered with an integrated stainless steel cover. The grit unit will have a
peak capacity of 12 MGD. A by-pass pipeline and manual value will allow the
operator to isolate the grit unit for service and cleaning.

Grit will be periodically pumped from the grit hopper located at the bottom of the
unit and sent to a grit screw classifier where grit will be conveyed and De-watered
for disposal.

Additional headwords equipment for the ultimate 8.2 MGD plant will be installed
in Phase II.

Anoxic Reactor:

From the headwords, wastewater will flow by gravity to the anoxic reactor
located directly below the headwords building. In the normal mode of operation,
the anoxic reactor will be used to provide process stabilization through hydraulic
and biological load equalization. The anoxic reactor is approximately 106 feet
long, 52 feet wide and 26 feet deep. Because the anoxic reactor houses the lilt
station, the total area of the anoxic reactor is reduced to 4781 its. At 26 feet deep,
the volume of the anoxic reactor is approximately 930,000 gallons. However, to
allow service to the lift station and provide operator flexibility and system
redundancy, a 25~foot wide, ll-foot deep channel with a sluice gate will be
provided connecting the lift station and the anoxic reactor. The channel provides
an additional volume of 52,750 gallons in the anoxic reactor. A hard~piped
headwords by~pass line will also be installed, allowing the operator to by-pass the
screens and grit removal unit in case the lift pumps or the SBR fill pumps are not
available.

I

The sluice gate and by-pass line allow the operators to use the lift pumps to fill
the SBRs through the by-pass line in the event that the SBR fill pumps are not
available. Vice-versa, the SBR fill pumps can be use to lift the raw influent
directly to the SBRs if the lift station pumps are not available. Therefore, the two
pump stations back each other and prevent surge charge of the sewer system.
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Decant Surge Tank

.r

Upon completion of the settle time, six and a half feet of water will be decanted at
a rate of 11,400 GPM from the SBR reactor into a surge tank. The surge tank has
a worldng volume of286,500 gallons. With this volume, the tank provides a
hydraulic buffer for downstream processes. The surge basin contains two VFD
vertical turbine pumps (one redundant). Each pump has a peak capacity of 5,700
GPM at 36 feet total dynamic head and a minimum pumping rate of 1000 GPM.
When the level in the surge tank is between the high and low level set points, the
discharge rate of the filter feed pumps will be automatically adjusted based on the
average wastewater flow rate into the facility. The average incoming wastewater
flow rate will be computed by the main PLC every 15 minutes based on
information provided by the influent flow meter located on the discharge to the
influent lift station. In the absence of signal from the influent flow meter, the
flow will be maintained at an operator pre~set value. When the basin level is
below the low set point, the feed pump will operate at the minimum l000 GPM »-
flow rate. When the level is above the high set point, the filter feed pump will
operate at a peak flow rate of 5,700 GPM.

,,1/VL.'
J J

Ir» 44» -~ ,¢4>~,,.- h

Tertiary Filtration

Secondary treated wastewater will be discharged from one of two filter feed
pumps to one of three Aquadisk, 8-disk, pre-packaged filter units. The Aquadisk
is a synthetic media, gravity filtration process manufactured by Aqua-Aerobic
Systems, Inc. Extensive pilot studies have been conducted since 1992 using the
Aquadisk technology. Results of pilot tests from Fountain Hills Sanitary District
- AZ, North Gila County Sanitary District - AZ, and Titusville .- FL as well as
design calculations and drawings are provided in Appendix C of this report.
Based on the results of the tests at Fountain Hills, the district is currently
eliminating traveling bridge filters and installing the Aquadisk filtration system.

Each Aquadisk filtration unit consists of 8 woven fabric covered disks (see
Figures 7A and 713). Secondary wastewater enters the filtration unit trough the
influent control valve and is distributed evenly in the filter vessel by the influent
weir. As water flows through the media, solids are retained on die cloth. Filtered
water is collected within the sub-struchlre of the disk and conveyed to the center
collection shaft. The collection shaft is connected to the sidewall of the filter
vessel and is free to rotate about its center axis. From this connection, water
Hows up and out of the discharge port on the other side of the filter unit. As
solids accumulate on the media, the difference between the influent and effluent
level increases until it reaches 12" at which time automatic backwash is initiated.
The backwash process uses a set of two vacuum shoes, which are fixed close to
the surface of the media. During backwash, a motor and chain drive unit rotates
the disks as the vacuum shoes remove solids from the media. Each 8~disk unit
will backwash 2 disks at a time with a maximum backwash waste rate of 130
GPM. The other 6 disks remain in service during backwash. It is estimated that
the total backwash volume will be 0.75% (30,750 gallons) of the treated volume
at maximum monthly design flow (4.1 MGD). The backwash water will be

I
I
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returned to the head of the plant for re-treatment. Because of the relatively low
return rate, the filter operation will not have an impact on secondary treatment
capacity.

Each filtration unit has an average day treatment capacity of 2.0 MGD (1390
GPM) and a maximum treatment capacity of 5.33 MGD (3700 GPM). Three
units will be installed to provide a complete redundant filtration unit. Each
filtration unit will be supplied with its own PLC control panel and starters for all
packaged equipment. The control system will be networked to the SCADA
system for on-line monitoring and data logging. An on-line turbidity monitor will
be installed on the discharge from the filtration system to monitor effluent quality.
The turbidity meter will be connected to the SCADA and auto-dial alarm system.

The filtration system is designed to receive secondary treated wastewater with an
average TSS of 15 mg/l and produce effluent with less than 5 mg/l TSS. The
effluent turbidity will be maintained at less than 2 NTU. In addition, a polymer
feed system will be provided to ensure that effluent quality is met. If TSS break
through occurs, polymer may be added prior to filtration to coagulate the
suspended solids for ease of filtration.

Clear Well/Discharge Pump Station to UV Units

5

i
I
5

From the disc filters, secondary-treated water will flow by gravity to the UV
pump station/clear well. This tank will be constructed by sub-partitioning the
decant surge tank. This tank will contain three VFD vertical turbine discharge
pumps. Each of these pumps will have a capacity of2850 GPM at 120 feet total
dynamic head, These pumps will operate based on high and low level set points
in the clear well and a variable speed controller. As the level rises in the
clearwell, the lead pump will increase it's discharge rate until full speed is
achieved at which point the full speed starter on the lead pump will activate and
the lag pump will be called to run at low speed. If the clear well continues to rise,
the lag pump will increase discharge rate up to its maximum speed. With a low
water level of 3 feet off the tank floor and a high water level at 21 ,0 feet, the
usable pumping volume in the clear well is 180,250 gallons.

The clear well is also design to provide adequate chlorine contact time for further
disinfection in the event there is failure to the UV system. A chlorine system
utilizing calcium hypochlorite tablets will be installed above the clear well to
provide slide stream chlorine injection if needed. Calcium hypochlorite was
selected because of its long storage life and health and safety advantages over
sodium hypochlorite (liquid bleach). With an average volume of 90,000 gallons
the average contact time for the tank will be (90,000 / 5700 GPM) 15.8 minutes at
peak day flow.

The discharge pump station will be equipped with an electronic flow meter to
continuously transmit instantaneous and totalized flow to the PLC. This data will
be used to report final discharge volumes and assist in plant process performance
evaluations.

I
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UV Disinfection

Secondary treated wastewater will be pumped from the clearwell through
pressurized units equipped with ultraviolet light (UV) bulbs. Thus, water is
subject to UV radiation for the purpose of disinfecting the water for re-
use/recharge. The UV system is designed to provide a non-detectable fecal
coliform concentration (i.e., <2.2 CFU). This level of disinfection is well below
the current Arizona state standards for unrestricted reuse of <25 CFU/100 ml. In
addition, the facility is designed to provide a non-detect on enteric viruses and
parasites as required by ADEQ Class A standards.

The UV system consists of seven identical closed vessels, medium pressure units.
Each UV unit contains six 6 KW lamps, UV transmission monitor/probe,
temperature sensor and automatic cleaning wipers. The UV lamps are controlled
by a PLC control panel. Each panel contains six variable output electronic
ballasts and touch-screen controls. The PLC receives information from the
transmittance probe and flow meter and automatically adjusts the lamp output to
maintain the pre-set UV dose. Alternatively, the system can be operated to
maintain constant UV output or constant power input. During periods of low
flow, the electronic ballasts allow the controller to decrease power input down to
20% and operate in a "warm" state. From this operation mode, the UV units can
go to hill power within seconds and do not require warm-up time for full capacity.
If extended periods of low flow occur (more than l hour in "warm" state), the unit
will enter shut down mode. All How to the unit will be automatically stopped and
the system will tum off. From a complete shut down, the UV system will require
approximately 15 minutes to re-develop full UV output.

Each unit is sized to provide a dose of 100 mJ/cm2 at a maximum flow rate of
1000 GPM and a wastewater transmittance of 65% at 1 cm. An engineer's report
of the UV system will be supplied by the manufacturer and will include a detailed
set of calculations and performance criteria. The seven units will be installed in
parallel with one unit installed as a redundant back up. With one bank out of
service, the total UV capacity will be 6000 GPM (8.65 MGD) at 100 ml/cm2 and
65% transmittance at l cm. Each of the banks will be provided with a control
panel and touch-screen interface.

Reclaimed Water Distribution Tank

I

I

I

I

A hydropneumatically pressurized 1000 gallon tank will store disinfected effluent
on site for wash down water and landscape imation. The tank will be connected
directly to the effluent discharge line to provide a constant supply of reclaimed
water to the storage tank. A feed pump is activated to refill the tank at a pre-set
low water level in the tank, and an air compressor provides the pressure in the
tank as water is discharged from the tank.
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Sludge Storage, Processing and Disposal

As with all activated sludge treatment processes, waste sludge will be produced
and will require processing for disposal, The facility will be equipped with three
Autotherrnal Thennophilic Aerobic Digestion (ATAD) chambers and two aerobic
digesters placed in series with the ATAD units. ATAD is capable of providing
38% reduction in volatile suspended solid (VSS) and reducing pathogen, bacteria,
and other parasites to below detection limits as required by EPA 503
Requirements for Class A sludge reuse.

Each ATAD chamber will be approximately 52.5 feet in length and 25.5 feet in
width, with a working depth of 19 feet. The total volume for each chamber is
190,263 gallons. The post-ATAD aerobic digesters will be 79.5 feet in length and
52.5 feet in width, with a maximum fluid depth of21 feet. The total volume for
each aerobic digester is 655,600 gallons.

The Phase I facility will employ only two of die three ATAD reactors and one of
the two post-ATAD aerobic digesters. The other two remaining basins (one
ATAD and one aerobic digester) will be constructed, but no mechanical
equipment will be installed in these basins until Phase II. These basins will be
kept empty for emergency process storage. At a sludge production rate of 23,580
gallons per day (after digestion), the second aerobic digester provides 27.8 days of
sludge storage.

Waste sludge (mixed liquor at a concentration of 0.35%) from the anoxic reactor
will be bled off the SBR anoxic jet pump at a rate of 200 to 300 GPM and fed to
one of two rotary drum thickeners before entering the ATAD batch reactor. At
the design average day flow rate of 4.1 MGD, influent BODY of 300 mg/1, and a
sludge yield factor of 0.8, the facility will produce approximately 8,210 pounds of
dry solids per day or 281,140 gallons of waste sludge at 0.35%. When thickened
to approximately 4.0% with a rotary drum thickener and polymer, the total
volume of sludge produced is approximately 24,600 gallons per day.

I'SMF'
Once thickened, the sludge will be fed to the ATAD batch reactor. Since the
ATAD process requires that sludge be batch fed into an isolated chamber wit
30 minutes and kept isolated for 23.1 hours at temperature greater than 55 °C", the
first chamber will be used as a receiving basin or batch holding tank while the
other ATAD reactor operates as a quick till / quick discharge reactor.

I

The ATAD process works by maintaining aerobic digestion at an elevated
temperature (55 °C to 70 "C) using heat produced by microbes during volatile
solid oxidation. In order for the ATAD process to work, the available heat
produced by microbial metabolism must be greater than the required heat needed
to raise the temperature of the incoming sludge (batch) to 55 °C and overcome the
heat loss of the tankage system. With 24,600 gallons of sludge treated per day,
the heat required to raise the temperature of incoming sludge from ambient (68 °F

°C is calculated to be 10.77 x 106 BTU/ day. The heat loss
through the chamber walls is estimated to be 3 x 106 Btu day. Therefore, the
total heat required is 13.85 x 106 BTU/ day. The heat produced through microbial

35
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oxidation is calculated to be 14.2 x 106 BTU/ day or 350,000 BTU/ day more than
the heat required. In addition to the heat produced by biological activity, heated
air is added to the system firm the blowers. The ai1;@introduced to the system
via the aeration blowers is at an elevated temperature of 180 °F.

Once the sludge has been stabilized in the ATAD chambers, the sludge is
discharged to the first aerobic digester. The sludge digester system also provides
flexibility in that it gives the operator the option to run the plant using traditional
aerobic digestion (no thermal treatment) to meet Class B sludge. In Class B mode
of operation, the sludge follows the same flow path, with the ATAD reactors
operated to maintain the reactor temperature in the mesophilic range by reducing
the oxidation and therefore heat generation.

In Phase I, one 90 GPM centrifuge will be installed in the building above the
ATAD reactors and will be used to dewater the sludge stored in Aerobic Digester
No. l. The centrifuge will have a maximum solids loading rate of approximately
1600 pounds per hour. The amount of dry solids wasted from the digestion
process to the centre huge has been estimated to be 5,712 lbs per day, requiring 3.2
hours of centrifuge operation per day.

In the event that the centrifuge is out of service, additional sludge storage capacity
can be provided in the aerobic digesters. Each digester has a volume of
approximately 655,600 gallons. At approximately 24,600 gallons of sludge per
day, the dormant aerobic digester can store sludge for at least 27.8 days.

Polymer requirement for the centrifuge will be approximately 50 to 60 pounds of
polymer per ton of solids, producing a cake output of greater than 20%.
Assuming 5,712 pounds of solids going to the centrifuge per day, the average
polymer consumption will be 157 pounds per day.

The dewatered sludge will be discharged to 20 cubic yard roll-off containers. At
LPSCo's discretion, the sludge will be tested to meet EPA 503 class A bio-solids
requirements for reuse. It is the intention of the design to meet class A bio-solids
requirements.

Odor Control

The treatment facility will be provided with passive (covers) and active
(mechanical) odor control systems. All basins are constructed with concrete
covers to reduce odor emissions and provide a ventilation conduit for collecting
off gases.

In the SBR building, foul air from the headwords (screens and grit units), the
anoxic reactor, and SBRs will be directed to a mechanical odor scrubbing system.
The system will be comprised of one RJ Environmental Lo-Pro 5000 (10,000
CFM) wet chemical (caustic & chlorine) odor scrubber. The fan supplied with the
odor scrubbing unit will create a negative pressure, drawing air through the
plenum of each process unit and between the water surface and the tank cover in
each reactor. Each intake will have a manually adjusted damper to equalize

n
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airflow. The SBR building odor scrubber has been designed to reduce incoming
average HZS concentrations from an average of25 ppm by 99.5%. See Appendix
C for a detailed design of the odor scrubbing units.

Similarly in the sludge processing building, the odor scrubbing system will pull
foul air from the sludge dewatering equipment, the A TADs, and the sludge
dewatering room. Because of the complexity of the off gases associated with the
ATAD process, a three-stage caustic, chlorine and acid scrubber unit was
selected. Ammonia, released during thermophilic aerobic degradation, will be
treated in the initial stage with sodium hydroxide (caustic) to eliminate its
corrosive potential. Other gases such as hydrogen sulfide and dimethyl sulfide
will be treated in the second and third stages using a combination of caustic and
bleach. The unit will be a Lo-Pro 4000 and will treat up to 6,000 CFM. The
scrubbing system will handle H25 peak of 50 ppm and continuous operation at 25
ppm H2S with 99.5% removal efficiency in addition to treating the complex
ATAD odors to non-detectable levels.

Both Lo-Pro wet scrubbers will be installed with redundant fans in case of
mechanical breakdown. In addition, a backup carbon scrubber will be on-site and
easily connected to the ventilation system for periods of service on the two main
wet scrubbers.

Tables 7 and 8 summarize airflow requirements for the sludge processing building
and the SBR building, respectively.

I

I
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COM Provided 6,000 ___
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Description of
Area

Tank Floor
Surface
Area (A)

Average
Plenum

Height (H)

(ft)

Total Air
Volume

(V)
(f¢3)

Air Changes
per Hour (X)

Air Volume
per Hour (Q)

(ft3/hr)
Sludge Dewatering Room 4,200 10 42,000 5 210,000

40,100ATAD No. 1 1,338 3 4,010 10

ATAD No. 2 1,338 3 4,010 10 40,100

ATAD No. 3 1,338 3 4,010 10 40,100

Total 330,300

5,505Required CFM

Description of
Area

Tank Floor
Surface
Area (A)

Average
Plenum

Height (H)
(ft)

Total Air
Volume

(V)
(f¢')

Air Changes
per Hour (X)

Air Volu me
per Hour (Q)

( f t / h r )
Anoxic Reactor/ Wet Well 3,020 4 12,080 6 72,480

Headworks Room 2,500 12 30,000 6 180,000
Ancillary Equipment

SBR Reactors
N A

16,746
NA
3.0

<500
50,240

16
6

8,000
301,440

Total 561,920

9,365Required CFM

I
CFM Provided 10,000
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Table 7. Airflow Requirements for the Sludge Processing Building

Table 8. Airflow Requirement for the SBR Building

Note: V=AxH
Q = V x X
CFM : (13/hr /60
"Ancillary equipment" includes all equipment with internal, sealed covers (i.e. (2) screens, grit vortex, and grit classifier)

2. Phase I Facility Operations

The 4.1 MGD treatment facility will have a high degree of automation and will
provide unmanned operation for a significant amount of the workday. It is
anticipated that the facility, operating near capacity, will require 80 -- 120 hours
per week of operator attention. Most of the operations will be controlled by PLCs
that receive set point and operational parameters from the operator interface (PC).
A detailed Supervisory Control and Data Acquisition (SCADA) system will
provide on-line monitoring of plant process and automated dial-in/dial-out
capability from the PC terminal located in the operations building.

I
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The facility will require the following major mechanical equipment:

•

•

•

•

•

•

•

•

•

•

•

•

•

1

•

•

(2) Mechanical Screens w/ Screw Conveyer/Washer/Compactor/Bagger
(3) 75 HP VFD Influent Pumps (lift station with one redundant)
(1) Vortex Grit Removal/Grit Separator w/Grit Classifier
(3)45 HP VFD Fill Pumps (one redundant)
(1)45 HP Submersible Jet Pump (anoxic reactor)
(8) 45 HP Submersible Jet Pumps (four per SBR basin)
(5) 100 HP Positive Displacement Blowers (two per SBR basin and one redundant)
(2)45 HP Submersible Jet Pumps (l per ATAD chamber)
(3) 100 HP Blowers (1 per active ATAD reactor and 1 for post-ATAD Digester)
(2)45 HP Submersible Jet Pumps (Pos-ATAD aerobic digester)
(2) 75 HP VFD Turbine Filter Feed Pump (one redundant)
(3) 125 HP VFD Turbine Discharge Pump (one redundant)
(3) Package Aquadisk 8 Disk Filter Unit (one redundant)
(7) 36 KW Medium Pressure UV Lamp Banks (one redundant)
(1) 10,000 CFM Multi-Stage Odor Scrubber (SBR Reactors and Headworks
Building)
(1) 6,000 CFM Multi-Stage ATAD Odor Scrubber (Solids Processing
Building and ATAD Reactors)
(l) 90 GPM / 1600 lbs per hour Centrifuge
(2) Rotary Drum Thickeners (one redundant)
(3) Polymer Feed Systems (one for thickeners, one for centrifuge, and one for
disk filter system)
(1) 1500 KW Back-up Generator

J19l4 . , , l <
8 *J~»

\M° ~» *
The peak anticipated power demand for the Phase I facility is approximately 1500
KW and will have an average power consumption of"78U KW -Hrs/Hr of operation
,at full flow capacity (see sizing calculation for the generator in Appendix B).
Assuming $0.075/Kw-Hr, the anticipated power cost is approximately $0.34/1000
gallons treated.

The plant will be operated by a State of Arizona Class 4 or higher certified operator.
Testing and regularly scheduled maintenance of the plant should require 120 hours
per week from a well-trained team of individuals with major maintenance and
operations assistance, as required. The Engineer, in accordance with ADEQ
requirements, will provide a detailed operation and maintenance manual including
regularly scheduled maintenance items, design and operational instructions, and
equipment service manuals.

I
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The licensed plant operator will provide water samples to an approved laboratory
for testing as required by state standards. Coliform testing will be performed at
least once daily and turbidity will be monitored continuously at the discharge of
the filtration system. The WRF will be furnished complete with all equipment
necessary to perform on-site water analysis for the following:

••

•

•

•

•

•

Settlability
Temperature
Conductivity
pH
BODY
COD
Total Solids
Total Suspended
Solids

•

•

•

•

•

Volatile Suspended
Solids
MLSS
MLVSS
Fecal Coliform
Ammonia
Nitrate

A list of laboratory equipment is provided in Appendix C.

3. Commissioning of Phase I

'L
v

Via aL /we *
_l?_l'z*Qe I will be commissioned in December » £`Tl94}l and will provide a maximum
month average day treatment capacity of 4.1 MGD. Water, power (prime and
stand-by), control, telephone and effluent systems will be provided by local utility
companies.

'TY' ewer pipeline. The lift station will be decommissioned and all
r

r/`
\ LU" M

Raw wastewater will be redirected from the existing lilt stationlat Ballard Avenue
and McDowell Roe to the facility through a newly constructed manhole and a

1 (Ury flow will be directed to the new lift station contained in the new reclamation

we )
MO

off:
facility.

To commission the facility, power will be turned on at the distribution panel, all
mechanical and control systems will be checked, and a portion the existing 1.1
MGD flow (approximately 0.5 to 0.75 MGD) will be diverted to the Palm Valley
WRF. LPS Co will coordinate the activation of the Palm Valley WRF with the
City of Goodyear i57"' Avenue WWTP so as to minimize the impact to the city's
facility. The initial 0.5 to 0.75 MGDl .0 MGD will help bring the new facility to
operational mode. Once the facility is frilly operational, all flows from LPS Co
service area will be directed to the Palm Valley WRF.

I
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Existing Flow Data
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9/27/2000
9/28/2000
9/29/2000
9/30/2000
10/1/2000
10/2/2000
10/3/2000
10/4/2000
10/5/2000
10/6/2000
10/7/2000
10/8/2000
10/9/2000

10/10/2000
10/11/2000
10/12/2000
10/13/2000
10/14/2000
10/15/2000
10/16/2000
10/17/2000
10/18/2000
10/19/2000
10/20/2000
10/21/2000
10/22/2000
10/23/2000
10/24/2000
10/25/2000
10/26/2000
10/27/2000
10/28/2000
10/29/2000
10/30/2000
10/31 /2000
11/1/2000
11/2/2000
11/3/2000
11/4/2000
11/5/2000
11/6/2000
11/7/2000
1 1/8/2000
11/9/2000

11/10/2000
11/11/2000
11/12/2000
11/13/2000

761 .8
757.1
749.5
799.2
836.9
776.3
771 .4
740.5
766.3

788
841 .3
810.5
809.8
776.3
762.5
775.5
777.4
838.7

853
797.2

781
763.7
761 .3
764.2
1142

963.1
873

809.8
795.3
788.6
1121

877.9
856.2
823.2
740.2
768.4
797.3
841 .6
842.6
876.8

786
767.3
793.4
751 .9
781 .2
844.7
876.7

802

1451

1450

1452

1463

1459

1458

1452

1459

145g

1456

1454

1450

1449
1447

1448
1446

1621
1617

1588

1630

1380

1374

1377

1380

1809

1803

1382
1381

1370

1365

1773
1800

1370

1366

1363

13G0
1365

1368

1361

1374

1362

1356

1349

1359

1362

1362
1370

1353

I

•

u

1.
1.
1.
1.8
1.7
1.9
1.9
2.0
1.9
1.8
1.7
1.8
1.8
1.9
1.9
1.9
2.1
1.9
1.9
2.0
1.8
1.8
1_8
1.8
1.6
1.9
1.6
1.7
1.7
1.7
1.6
2.1
1.6
1.7
1.B
1.8
1.7
1.8
1.5
1.6
1.7
1.8
1.7
1.8
1.7
1.6
1.6
1.7

AVE. FLOW MAX. FLOW

Lpsco OUTFALL FLOW DATA

u::AKING FACTOR l

AVERAGE 110.1 1438.2 1.9

Flow data was provided by LPS Co for How at the outfall to the City of Goodyear 1571h Avenue WWTP (Site 001 4210 FlOw Meter),
' High peaking factor due to roll-over flow from previous day.



8/7/2000
8/8/2000
8/9/2000

8/10/2000
8/11/2000
8/12/2000
8/13/2000
8/14/2000
8/15/2000
8/16/2000
8/17/2000
8/18/2000
8/19/2000
8/20/2000
8/21/2000
8/22/2000
8/23/2000
8/24/2000
8/25/2000
8/26/2000
8/27/2000
8/28/2000
8/29/2000
8/30/2000
8/31/2000
9/1 /2000
9/2/2000
9/3/2000
9/4/2000
9/5/2000
9/8/2000
9/7/2000
9/8/2000
9/9/2000

9/10/2000
9/11/2000
9/12/2000
9/13/2000
9/14/2000
9/15/2000
9/16/2000
9/17/2000
9/18/2000
9/19/2000
9/20/2000
9121/2000
9/22/2000
9/23/2000
9/24/2000
9/25/2000
9/26/2000

692.7
679.8
681 .6
696.9
715.3

758
791 .6
708.6
708.9
698.8
711 .2
705.2
777.5
800.7
725.6
762.8
725.6
750.8

707
795.9

805.69
715.8
732.8
723.9
734.8
705.4
777.4
747.3
143.9
70.05
1021
748

731 .8
804

831 .2
743.3
739.2
754.7
749.2

707
785.1
839.5
745.6
739.3
756.5
741 .6
734.4
805.3
824.4
765.4
741 .7

132
1623

1327

1327

1347
1351

1353

1354

1343

1343

1342

1734
1386

1346

1345

1343

1348
1527

1415
1420
1427

1418
1417
1427

1432
1432

1425
1430

1402

71.63
1815

1818

1409

1412

1417
1810

1397

1400

1395

1403

1417

1435

1418

1813
1824

1451

1447
1460

1450

1449

1457

AVE. FLOW MAX. FLOW PEAKING FACTOR

LPSCO OUTFALL FLOW DATA

1.
2.
1.
1.
1.
1.
1.
1.
1.
1.
1.
2.5
1.8
1.7
1.9
1.8
1.9
2.0
2.0
1.8
1.8
2.0
1.9
2.0
1.9
2.0
1.8
1.9

9.7*
1.0
1.8
2.4
1.9
1.8
1.7
2.4
1.9
1.9
1.9
2.0
1.8
1.7
1.9
2.5
2.4
2.0
2.0
1.8
1.8
1.9
2.0

I

Flow data was provided by LPS Co for flow at the outfall to the City of Goodyear 157th Avenue WWTP (Site 001 4210 Flow Meter).
" High peaking factor due to ro!!-over flow from previous day.
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Existing Biological Loading Data
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Generator Sizing Design Calculations/



B-1
Lift Station Pumping Sequence
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B-2
Generator Sizing Calculations



March 27, 200 l

project name -.
sect rum genet model.
A ternator model .

.....Diesel

Generator's KW Standby ratlng.

siderite 3.3.2 Generator S1 ztng
Opt1 on Data viewlng screen

palm valley WRF phase I 03/27/2001 5:02 PM
... ........1500DS-4 Liquid coo1 ed

.. ........7M4052 (ovERsizED)
voltage phase, and Frequency. ......277/480 volts, 3 phase, 60 hz
Fuel............ .....
A1 titude (feet)... 500
Temperature (F). . ........ 110

... 111111 1500.00
Generator's aerated running Kw's. ..... 1480.20
percent of available Kw's used..... . 96.14
Generator's KVA ratlng........... ...
Maximum starting KVA at 20% Dip.... . 3142.86
Generator's power factor..................---..... 0.80
i***#**&#*****1,'.'********#*#******'&'A'#*~£¢**k#*#*****#*****************#***k***k%*******

1875.00

This generator meets the minimum.requirements for a 20% vo1 tage dip.
when mads are started as spec1f1 ed by the toads report.
Largest actual vo1 tage dip is 13.97 %

NOTE: when the available Kw's used exceeds 85%, p1 ease read the
foNowing three notes before you specify this equipment:

applicatlon may vary from the data you input .
1. During actual operation, the sequence of Toad

2. If.motor code 1 etters were assumed, actual motor
start1 ng could vary from the output data.
3. Reserve
expans1 on is

capacity for abnormal conditions or
1m1ted.

spectrum offers the fu11 1ir1e.oF generators.sets and accessories .
as we11 as other equ1 pment wh1 ch maybe requw red for th1 s app11 cat1on
S U C H  A S :

- Automatic Transfer Switches
- Bypass Iso1 ation switches
- Synchronized Switchgear
- weather proof Housl pgs

If you have any questions
distributor or Spectrum,

re?arding
App icatlons

this appl'ication ca11 your 1 o<:a1
Engmeertng Department, at 920-565-3381.

*ir**~x**~a»****w*if*e¢*~=¢.-a**#***********iw*ww*-:***********f******#**1er****-nr*****A-**~x#**s\»*

SPECTRUM GENERATORS
_ Size rite 3.3.2 Generator Sizing

pro]ect Date & Time: 08/15/2000 Model. 150005-4
- Loads Report

05:54 PM

Qty
Run
KW

Run
KVA

Run
PF

start
KW

start . .
KVA Descrlptlon

step - 1
Loaded 45.00 Hp code F motor

4 148.00
Miscellaneous Load

1 46.00
Miscellaneous Load

3 81.00
Loaded 45.00 Hp code F motor

1 37.00
Loaded 45.00 Hp code F motor

2 74.00
Loaded 75.00 Hp code F motor

2 124.00
Miscellaneous Load

178.40

57.50

10l.2S

44.60

89.20

146.00

0.83

0.80

0.80

0.83

0.83

0.85

362.52

46.00

81.00

90.63

181.26

96.36

954.00 Jet pumps Ta

57.50 120/208 XFMR

101,25 120/208 XFMR

238.50 anoxic jet p

477.00 F'iH pumps

292.00 Lift station

I



Step Tota1 s -

Step - 2
Loaded 100.00 Hp code F motor

2 161.00
Loaded 45.00 Hp code F motor

2 74.00
Loaded 45.00 Hp code F motor

2 74.00

309.00step Tota1 s -

Step - 3
Loaded 100.00 Hp code F motor

2 161.00 192.00 0.84 115.20 384.00

161.00 192.00 0.84 115.20 384.00 10% v. DIP

step 4
unloaded 25.00 Hp code F motor

2 42.00
Loaded 75.00 Hp code F motor

1 62.00

step Tota1 s

step Total s

step - S
Loaded 150.00 Hp code F motor

1 123.00

1 216.00 216.00 1.00 216.00 216.00 UV System

726.00 832.95 0.87 1073.77 2336.25 14% v. DIP

49.00

73.00

104.00 122.00

140.00 0.88 78.40 280.00 Discharge Pu

123.00 140.00 0.88 78.40 280.00 11% v. DIP

192.00 0.84 99.84 384.00 Blowers Tank

89.20 0.83 181.26 477.00 Digester put

89.20 0.83 181.26 477.00 Digester put

370.40 0.83 462.36 1338.00 13% v. DIP

0.86

0.85

0.85

111.30 265.00 odor control

48.18 146.00 filter 'Feed

159.48 411.00 11% v. DIP

March 27, 2001

V

Step Totals -

Total
1423.00 1657.35 0.86

I
I

I

U

==-==--== $=31-v_-_.-

2
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Design Calculations



Palm Valley Water Reclamation Facility
Design Calculations

H. David Steusel, Ph.D., P.E.
February 27, 2001

DESIGN CONDITION
Flow:

Average
Peak Day
Peak Hour

4.1 Meal/d
8.2 Meal/d
9.0 Meal/d

Wastewater Parameters :
BODs
TSS
TKN

300 mg/L
250 mg/L
40 mg/L

Plant Design Load:
BODs
TKN
Temp.

10,260 lb/d
1,368 lb/d

20° C

Effluent Parameters:
BODs
TSS
TN
Turbidity
Coliform (FCU/100 ml.)

< 5.0 mg/L
< 5.0 mg/L

< 10.0 mg/L
< 2 NTU

non-detect

SAM Process Operation

I Operation description:
A single anoxic task operates with a variable depth and feeds each of the two aerobic tanks at
appropriate times. When a cycle starts the aerobic tank receives an initial charge from he anoxic
tank. The mixed liquor is pumped to the aerobic tank at a higher rate than the influent feed rate,
so the anoxic volume is drawn down during feeding of the aerobic tank. The aerobic tank
continues to receive anoxic mixed liquor as the anoxic tank is filling. The aerobic tank is now
full and its mixed liquor overflows to the anoxic tank as the flow is pumped to it from the anoxic
tank during the react cycle. The overflow from the aerobic tank feeds NO;-N to the anoxic tank,
that was produced by aerobic nitrification of NH4-N. The following tables shows the time
sequence and volume changes during a complete cycle for each aerobic tank. The system has
two aerobic tanks: Aerobic 1 and Aerobic 2.



r

1. Cycle Times Per Aerobic Tank - given in design submittal by PERC:

Fill
React
Settle

Decant
Total Time

37
163
50
36

286

min (mix during fill)
min
min
min
min/cycle

1

Number of cycles/day/tank
1440 min/day

286 min/cycle
I

@stanks

5.0 cycles/day

10 fills/day

Average volume/511

2. Fill volume at average design load:
= 4,100,00 god

10 fills/d

3 410,000 gal/fill

Fill Volume = Aerobic Tank Decant Volume
Decant volume = 410,000

Aerobic Tank Area = 160.25 ft x 52.25 ft
= 8373.1 82

3. Determine Decant depth:
Decant Volume (gal) =(Decant depth, ft)(anoxic tank area i't2)

= (8373.1 ftp) 7.48 gal/R3

Decant Depth (&)=
410,000 gal

(83734 fro )7.48ga//ft3

Decant Depth 6.55ft
4. Determine maximum change in anoxic depth per fill

Anoxic Tank Area =: 4781 .4 H2 (Table 7.0 FERC report)

Anoxic Tank Depth Change=
410,000 gal

(4781 .4 RE )(7.48 gal/H2 )

Anoxic Depth Change = I 1.5 R



5. The following shows the changes in anoxic volume and the cycle operation at different time
using the cycle times provided by PERC

CYCLE DESCRIPTION

A t
min

Total
Time (min)

0

Anoxic
Volume

Full
Start#1 fill
304,731 gal

Full
_ 304,721
- 250,674
¢ 108,419

Full

Aerobic 1
Volume/Condition

410,000 gaLl
end of decant

FulVReact
FulVReact
Full/React
Start settle
Start decant

- 410,000 gal

Aerobic 2
Volume/Condition

Settle/Decant
Settle/Decant
Settle/Decant
_ 410,000 gal
Full/React
Fu1VReact
Full/React
Fu1VReact

+37 37
+107 144

+37 181
+19 200
+50 250
+36 286

@4.1 muD, Flow = 2845,1 rpm
negative volume indicates at depth below full level
Both tanks are aerated for about 19 min. at the beginning of each tanks react period.

Aerobic Tank Nitrification Design

Average Daily Load To Each Aerobic Tank:
BOD = 10,260 lb/d
TKN = 1,368/lb/d

+ 2
+ 2

5130 lb/d
684 lb/d

Tank Volume at Full
(25 n Depth) 8373.1 82

209,327.5 83
1,655,769 gallons

1. Deteniiine equivalent hydraulic retention times
2.

Equivalent Hydraulic Retention Time (HRT):

1 769 l l,565, Ga ons x 24m/<1 = 18.3 hrs
2.05 mga!/d (1,000,000 gal/Mgd)

Equivalent Anoxic HRT
Anoxic tank working depth: 15 ft

Anoxic Volume (15 to (4781 .4 f12)
71,721 R' + 7,018 n'
589,000 gallons



I

1
HRT

0.589M al
4.1 MG; X 24hr/d = 3.45 hrs

2. Determine Aerobic Tank SRT
Assume that MLSS = 3500 mg/L - apical ofSBR operations

There is sufficient depth in aerobic reactor during settling to handle a MLSS of 3500 mg/L,
based on typical SVI achieved:

Assume SVI = 120 mg/L

__106
SVI

Thickened MLSS during settling 8333 mg/L

MLSS mass full = MLSS mass in settled volume

258 (3500 mg/L) = sludge depth (8333 mgt/L)
Sludge depth = 10.5 ft.

Liquid level above sludge depth after settling: 25 it - 10.5 ft 14.5 ft

Decant depth = 6.55 8, So liquid depth below decant is 14.5 - 6.55 R = 7.95 R
So sufficient depth in settle and decant period to handle MLSS of 3500 mg/L

To determine system SRT a solids balance is needed accounting for solids yield and BOD
removal. The following is a standard equation for solids yield that accounts of biomass
production and inert solids that enter with wastewater and are not degraded and accumulate in
the system:

Net Solids Yield: +Y, l=yn
1+bSRT

Y
b

SRT
Y,

g TSS/g BOD removal - 0.60 g/g
0.08 g/g-d
solids retention time, days
g inert solids / g BOD z 0.50 g/g

I

I

(mass)
Q

ABOD
V

Yr

I

MLSS

YN (ABOD)Q (SRT)
2.05 Meal/d
300 mg/L
1.566 Meal

0.6 5

1+.08SRT +0. 0
3500 mg/L



Solve for SRT
Use spreadsheet:

(3500) (1.560)
(300) (2.05) SRT

8.912

0.6 + 0.50
1 + .08 SRT

0.60 SRT

1 + .08 SET + 0.50 SET
SRT = 10.9 days

Yr =

3. what is the net solids yield?

0.60
1 + .08 (10)

+ 0 . 5 0  = 0.80 gTSS/gBOD

4. Determine the aerobic SRT, which accounts for the time that the mixed liquor is under
aeration:

Aerobic SRT accounts for fraction of Aeration Time

Aeration TimeFraction
163min React
288 min Total

Aerobic SRT @ 3500 mg/L MLSS 0.57 (10.9 d)
6.2 days

5. Determine if this SRT and MLSS concentration can result in satisfactory nitrification - good
goal is to achieve NH4-N concentration less than 0.5 mg/L - safe design level.

Because of recirculation through the anoxic tank with continuous feeding, the aerobic tank
operation can be considered equivalent to a complete mix tank operation, so we can consider that
the nitrifying bacteria growth rate is related to the aerobic SRT as follows. From this we can
determine the NH4-N concentration:

1

SRT
u

limN
K n+ N

nitro plication monad kinetics

where : p = specific growth rate of nitdfiers, g/g-d
N = NH4-N Conc., mg/L
pm = maximum specific growth rate, 0.65 g/g-d @20° C
Kn = 0.75 mg/L

(EPA Nitrogen Control Manual, 1993)

I
I

I

From above the aerobic SRT = 6.2 days



sufficient capac for complete nitrification

1

SRT
=--=IJ=0.161g/g-d1

6.2

0.65 N
0.161 =

0.75 + N

NH4-N : 0.24 mg/L

Check safety factor for NH4-N = 0.50 mg/L treatment goal.

_ _ (0.65)(0.50) __ 0 26 d
_ *' (0.75 + 0.50) '  /  a v

SRT = 1/0.26 = 3.84 days

1

SRT

Safety factor = 6.2/3.84 = 1.61 (reasonable - can take N loadings at least 1.6X)

Perform Nitrogen Balance to get amount of N oxidized

Nitrogen IN = nitrogen for synthesis + effluent N + N oxidized tonitrate

Nitrogen for synthesis:

SRT = 10.9 days @ 3500 _:go MLSS

Biomass Yield
Y

1+bSRT
0.60 =0.321 + .08(10.9d)

gvss
gBODr

Biomass Produced = 0.32 g (300 mg/L BOD) = 96.1 mg/L

@ 10% nitrogen, N synthesis = 0.10 (96.1) = 9.6 mg/L

Nitrate Produced:

TKN .- Nsyn NH4-N = NO;-N

40.0 .. 9.6 - 0.50 = NO;-N

n03-n = 29.9 mg/L

NO;»N Produced Per Feed Cycle:

I

= 29.9 mg/L (0,410 Meal) 8.34 = 102.2 lb/cycle



Evaluate Nitrate Removal

1. Determine specific denitriflcation rate in anoxic zone
D nitrification Rate in Anoxic Tank can be related to BOD F/M Ratio
(EPA Nitrogen Control Manual)

SDNR
SDNR
F/M

0.03 F/M + 0.029
Specific NO;-N reduction rate, g NO;-N / g MLSS-d
g BOD / gMLSS-d

F/M

F/M
SDNR

(4.1Mgal/d)(300mg/L Bon)
(3500rng/L)(0.589 Mgcl)

0.60g/g-d
0.047 g/g-d

To evaluate the nitrate removal capacity we have to determine the amount of nitrate that flows
from the aerobic reactor to the anoxic tank and use the SDNR to determine if it can be
sufficiently reduced.

2. Determine NO3-N balance:
Since the reactor approaches a complete mix operation with the internal recycle, we can assume
a relatively constant N03-N concentration in the aerobic reactor. The nitrate produced has tobe
accounted for as follows,

NO3-n produced = N03-N effluent
+

NO3-N removed in aerobic reactor
+

N03-N in overflow to anoxic reactor

Aerobic reactor nitrate loss - d nitrification will occur M the mixed liquor during the decant and
settle period when the oxygen is depleted and some will be removed during the 37 fill period.
The SDNR for endogenous d nitrification is in the range of 0.01 to 0.02 g/g-d. Assuming 0.01
the amount ofNO3-N removed during settling and decant is:

Removed = SDNR(V)(MLSS)8.34(time), Time = 86 min = 1.43 hours
= (0.01)((1.566)(3500)8.34(1 .43/24)
= 27 lb/cycle

This is about 2 mg/L based on the tank volume, but 27 lb/cycle is significant.

To solve for the other components we need to assume an effluent NO3-N concentration, which is
acceptable since we have a treatment goal. Assume NO3-N in effluent = 5.0 mg/L.

@5.0 mg,/L effluent NO3-N and 0.50 mg/L NH4-N, we can comfortably meet TN<l0 mg/L

i

lb/day in effluent = 5.0 mg/L(0.410 Mgal/cycle)(8.34 17 lb/cycle



3. Determine how much N03-N must be removed in anoxic zone:

NO3-N to be removed on anoxic zone = 102.2 In/cycle - 27 - 17 = 58 lb/cycle
Determine amount of nitrate fed to anoxic reactor:

4. Determine nitrate feed rate to anoxic zone:

Flow to anoxic = 11,000 gpm(163min) = 1,793,000 gallons

At 5.0 H18/L N03-N = 5.0 (1.793)8.34 = 75 lb/cycle

5. Determine NO3-N removal capacity of anoxic reactor:

The SDNR 8 0.041 g NOJ-N/8 MLSS-d

N03-N removal = (Volume) (MLSS) (SDNR) (8.34)

Anoxic Volume = 9.589 Meal

At
cycle

At = 163 min = 2.772 hours = 0.113 days/cycle

N03-N removed = (0.589) (3500) (0.047) (0.113) 8.34
= 91.31 lb/cycle
91.3 > 75 lb/cycle

so more than sufficient capacity is available to remove the necessary amount Ofn03-n

DETERMINE OXYGEN REQUIRED

1. Oxygen for BOD Removal

Flow/Tank
BOD
NO;-N Produced
Et .  NO;-N

= 2.05 Meal
= 300 mg/L
= 29.9 mg/L
= 5.0 mg/L

902 .02 : [15] goOD (BOD)Q - 1-42PXBlo

PXBio = Biomass sludge wasted/day

Biomass yield = 0.32 gVSS/gBOD



PxBio/Tank =0.3228ss(300)(205)8.34
= 1641.3 lb/d

Oxvtzen for BOD Removal:

gO z
1.5

goODs
(300

"'1-42 8 0 2

hr

(1641.lb/d)

= 5363 lbO2/day

Aeration Time = 163 min/263 min = 0.57

= 0.57 (24hr/d) = 13.7 hrs/day (Use 12 hrs/day)

lbo 2

hr

Ibo5363 = 446.9 2
12hrs hr

Nitrification O21

NO;-N produced = 29.9 mg/L

Oz = 4.3ggr (29.9) (2.05)8.34 = 2198.2 lb/d

1bo2
:: 183.2

hr
Lb
hr

2198.2

12

D nitrification 0; Credit:

NO;-N reduced = 29.9 -. 5.0 = 24.9 H18/L

Oz credit ='. 2.86 (24.9) (2.05) 8.39
z 1188
= 1188/12 = 99 lb/hrlb/hr

Net Oz req'd/Tank =446.9+ 183.2-99

=531.1 lbO2/hr

1

AOR =531.1



Determine Clean Water Transfer Rate

SOR = standard oxygen transfer rate

ac = 0.85

T = 20° C
DO = 2.0 mg,/L

p= 1.0
CSa(u=9.04 mg/L

SOR
AoR(c53t )

ac (BCSBIz .... DO)

531.1 (9.04)
0.85 (9.04 - 2.0)

SOR = 802.3 lb/hr

Determine air rate @25% Oz transfer efficiency

SCFM
SOR lb/hr

60- (0.25) (0.0172 lbo2/ft'

SCFM =3110

2 Blowers are specified by PERC/tank and provide 1500 SCFM each

Total air per tank = 3000 SCFM

Peak Demand 1.3 (some peak demand will exist)

1.3 (3110) :  4043

- Need spare blower for aeration during peak demand or can use blower &om the other
aerobic tank since they are not always operating together.

I

- System needs to be designed with all blowers integrated.



SURGE TANK

Decant Time 36 min

Decant Volume = 0.41 Meal
= 410,000 gal

Decant Rate = 410,000 gaV36 min
= 11,388 rpm

Filtration flow rate @3 gpm/ft2

= 463 ftp per filterFilter area
Two in service

Flow rate = 3 (463) (2 filters)

= 2778 rpm

Surge tank
volume needed = (11,388 rpm - 2778 rpm) 36 min

= 309,960 gallons

Volume provided = 286,573 gallons

Close but filters can handle it:

Slightly higher rate: 3.24 gpm/R2 vs. 3.0 (acceptable)

SLUDGE PRODUCTION

Net Yield

Sludge Produced

= 0.80 gTSS/gBOD

= 0.80 (300 H18/L) (4~l Meal/d) 8.34
= 8206 lb/day

ATAD Process

EPA Rags - 10 day detention time
- T = 55° c
- Batch feed after withdrawal before batch feeding

i

Sludge from SBR



TS = 8206 lb/d
8090 volatile

VS = 6565 lb/day

Flow @
3500 mg/L = 281,000 god

TS-VS = 1641 lb/d

Proposed Process :

1.
2.

3.
4.

Thickener used to get 4% solids. (polymer addition)
Process through ATAD tanks
Each tank: 190,263 gallons
ATAD effluent goes to Aerobic Digester: 499,514 gallons
Dewatering

Thickener
0.35% to 4%
Polymer 6~8 lb/ton
Will need two Thickeners for redundancy

Airer Thickener:
Flow = 24,000 god
TS = 8206 lb/d @4%
VS = 6565 lb/d

ATAD

Detention time in one ATAD

HRT :
190,263 gal = 7.9 days

24,000 god

Will need to operate two in series to meet 503 Rags for ATAD as PFRP. Requires 10
days detention time

Determine Oxygen Required for ATAD

Assume: 38% VS reduction in one tank

2.

1.

lbo2

day
(0.38)(1.42 lb02

}bvsl
d



Assume:

= 3542 lbO2/day

- aeration over 22 hours

- need time to withdraw sludge

sludge pumping rate:
24,000 gallons

(Ihr)60 min
= 400 rpm

Ibo,
hour

3542

22 hr

Ibo
=160 2

hr
average

Clean Water Transfer Rate Needed (@20° C)

SOR
= A0R(CSat - 20) (1.0z4 20 - T)

G (CT - 1.0)

T

CT
u
CS3("20

= 55° C
= 5.5 mg/L
= 0.50
= 9.04 mg/L

SOR
(160) (9.04) (1.024-35 >

(0.50) (5.5 - 1.0)

= 280 lb/hr

@ 20% efficiency in clean water

SC F M 280 lb/hr = 1357 SCFM
(6.0) (0.20) (00172)

Design has provided 2000 SCFM Blowers
More than sufficient
Should assure 50% turndown

Sludge from ATAD:

I

Flow
VS
T S
TS Cone.

= 24,000 god
:: (1-038) (6565) = 4070 lb.d
= 4070 + 1641 = 5711 1b.d
= 2.85%



Aerobic Digester #1

Volume = 499,514 gallons

HRT = SRT
499,514
24,000

20.8 days

Additional Sludge Reduction:

possibly another 10-15%

will provide nitriiication/denitritication

NT14-N Available

From earlier MLSS balance, total nitrogen in waste sludge:

Biomass
N = 0.10 (16413)
Assume 80% release
NH4-N = 131 In/d
NH4-N Cone. of ATAD evil. = 650 U18/L

= 1641.3 lb/d
: 164 lb/d

02 Required

= 4.3 (131 1b/d) + 1.42 (0.15)4070

= 1430 lb.d
= 59.6 1b.hr

SCFM 500 SCFM

4. Final sludge for dewatering
Flow = 24,00 god
VS = 0.85 (4070) -:. 3460 lb/d
TS = 3460 + 1640 = 5100 1b.d
TS cone. = 2.5%
Centrifuge @ 7 hr/day operation

24,000 gal
(7hf)60

=57gpm

90 rpm centrifuge of

3.

Polymer dose could be high as 30-60 lb/ton



Appendix C
Tertiary Filter/ Lo-Pro Odor Scrubber/

Laboratory Equipment
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Tertiary Filtration System



AQUA~AEROBlC SYSTEMS, INC.
'Your Wastewater Sncclailsts'

6306 N. A\pine Ha.
p.0_ Box 2026
Rockiovd. ll U.SA 61130-D026
TEL s1s/s54-2501
FAX 815/554-2508

AquaDisk Filter Testing

Plant Name:

Uocation:

Foun1air\Hills Sau1i|aryDi8!rid

16941 EastP|uppennoodCinds
FouI'Mlil\l'lills.AlMol\a

Plant Superil1te¢1de51t:

Type of Plant:

Major Plallt EW QW

Mr. Ron Huber, P.E.

rivaled $l=»da~

Mecrhanlcal Bar Susan
Aemuied Grit Chamber
Aaaution Basin (Dilfusod Air)
Final Clarilitaiiw
Aafubio Dlgestels
ABF Sand r-iam
Chlorine Contact Chamber

Sequencing batch HISTORY:

Fountain Hills Sanitary Distlid treats primarily domestic wastewater. For tertiary treatment,
they operate uaweling bridge, gravity sand filters. Effluent TSS concentrations from the sand
filters \up;¢any rangafrom 2-4 ppm under average oondkions and as high as 10-12 PPM
during upset conditions.

OBJECTIVE:
Lagoon nilri6callon

To compare TSS removal efficiency of the AquaDisk filter with TSS removal efficiencies of a
traveling bridge sand filter.

SCOPE AND CONCLUSIONS:

The AquaDi:sk Filtawastestedsidebysidewiththesamdtiltefsforapeaiodotthree months
to compare TSS remove efficiencies. The AquaDisk falter was fed with the same influent

Process and M wastemream as the sand filters. During the course Of the test period, the influent hydraulic
load to the Aquabiskfilter was adjusted from 1.5 gpnvsq. fl. to 6.0 gpmlsq. R. to dentine
what effect this hydrewic fluctuation wotdd have on effluent ¢l\1=|i*Y- These hydraulic loading
adiueunents were achieved with an influent pump and flow control valve..

The flow to the sand filters could not be varied and averaged approodmately o.a4 gpmlhZ.

International Expertise Over the entire range of influent loadings, the AquaDisk filter produced effluent TSS
concentrations equal to or below the 2-4 ppm being produced by the existing sand filters.
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AquaDisk Filter Testing .
Fountain Hills Sanitary District

.2.

Thefoll0wia'tgalu!es8lusuMobtain0da!Founiail1HiUsSalr\i\ll'yDlsttidbetw%¢nApli23.
1992,al1dJ\II1l30,1992.

AquabiskdamawasobtalnodthroughgrabsamplosgaxhowdStimesperdaywhiletho
oornpwanuuivvsand Iiltefdaiawasobtalnedthmwghonoopsrdaygrabsamplss..

|ish¢\ddl|sob¢poi'|IadouuhaIaIfi|sidl\n¢Qu1lTssl\m0v8l dIid¢ndesappsarit>bo
bw,howsver.hshouldbonctsdthattypiwlywhenTSSeoneor¢larionserle1ingthetilteraro
thlslow.tho slzssclthorununizingsolidsarsvsfysmalazndddiiwltorsmovs.

PHASE I ThisIBs!it\gw8800ndUdedat1.5gprrvsq.IL. Thisflcw ratewas
m8in!alnedfof264 hour5.

D1.Iingthisti|no,thebe\ckwad*|purnpopenalod 1.7hou¢s.
1.7 houlsd 110 rpm 11,220 gallons

Bad<vvelsh radar as a psfcent of thru-put.
11,220 gallioras I 1,278,288 gallons s 0.877%

Average lnnnera TSS u 5.88 mg/I
Average Effluent TSS u 2.12 mud
Average TSS Removal Efficiency - B8.92%
Average TSS Lneding a 0.11 Ibdsq. ft/day

Average Sand Falter TSS Remove! a 49.26%

PHASE ll Thigfgstjngwasconducted a12.5gpm/sq.lL.Thisf1owralew8s
maimainedfcr481,5 homts.

During this time. the backwash pump opefmd 7.2 hours.

BackWashwa!aas apercemo»f the-pm.
47,520 gallons I $385,705 hellions s 1.22%

Average Influent TSS - 10.04 mgr
Average Effluent TSS -= 2.38 mg/I
Average TSS Removal Efiiciancy = 76.3%
Average TSS Loading == o.a lbs/sq. ftJday

I

t

Average Sand Falter TSS Removal = 58.89%
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AquaDisk Filter Testing
Fountain Hills Sanitary District
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Namaxtwmme ua~¢i<u»a»hwaxup=u=¢mag¢appeaxshighibf tnsmnmnuezzn
comparison¢°uwt»mah»aef au¢um=. ltmuslbopoinied o1ntha!thobad<washf1n1dlon
fqffhgggtwgtgsipg|iqdgwg3i|~|§t|{1|dg|»\|H|ng¢bggb|§m1|{u ¢|¢mh°gm i

PHASE m Tl1lstnstingwusconducxedd8.5 gm1dsq.ft..ThisfIanrat¢waa
mall1Iainedfor309.3 hollI'8.

Dufingthistimmths l:\eed<washpumpopuated4.1 hours.

Bad<walsh water as a percent d thru-put.
27,060 gallons I 3,494,471 gaflone I 0.77%

Average Influent TSS =- 8.48 maN
Average Effluent TSS I 2.87 mg
Avelags TSS Removal Eliiciency I sans mgr
Average TSS Lneldng -» o.ae b=fsq~ lUda

Average Sand FfRsr TSS Removal s 67.54%

PHASE N This testing was conducted ax 5.0 gpnWsq. fL This few rate was
maklmined for 21a.a horns.

During this time. the backwash pump opefEI&ed 4.4 hours.

Backwash water as a pement csf thru-put. .
29.040 gallons I 8.450.732 gallons - 0.B4%

Average influent TSS a 1.9 mgfl
Average Effluent TSS s 3.0 mg -
Average TSS Removal Efficiency = 62.04%
Average TSS Loatdlng = o.47 be/sq. Mday

I

I

AveIage Sand Filter TSS Removal s 51.79%



AquaDisk Filter Testing
Fountain Hills Sanitary District

-4-

PHASE V ThistestingwaSeonductedat 8,0gpmlsq.fL.ThisfIowra!owas
ma=intalnedfors:as.sho¢ua.

Dsxing this time, the bsokwnsrh pump opeuatsd 20.9 hour.

Backwash water as a percsn! d* thx-pu.
137.940 gallons I e.44s.eoo gallons - 2.12%

Average lnfhxsnt TSS I 10.09 mg
Average Effluent TSS u 4.14 my
Average TSS Rsmrvval Efficiency - 58.96%
Average TSS Loading u 0.73 bslsq. Nlday

Average Sand Filler TSS Removal == 50%

SANDFILTER

'--...

Over the entiro 67daytedpo¢iod,thea|.\d fikafpmcessed
elppucodmaidy 32,918,750 gdlonsdwastswalor.

Dutinglhbiime.\heb8d<wBshpLlfl'\popem1odat0!ald78.7 hours.
' | twberckwashMewas 17gpnMsq.fL x(9'x1') -158gpm
78.1houtaa 15sgpm-»7a,4eaga|°ns .

Backwash water as a percentage of hsu-put.
722.466 gallons I 32,913.750 s 2.19%

Average influent TSS a 8.02 mgli
Average Ernuent TSS - 8.57 ms"
Average TSSRemoval Efficiency = 55.51%
Average TSS Loading s 0.0812 lbshsq. ftJday



AQUA-AEHOBIC SYSTEMS, m c .
'Your wastewater Splc\ I I ists'

6366 N. Alpine Rd.
RO. Box 2026
Rackiofd. \\. LLSA B\\3ll-082i
TEL. 815/654-2501
FAX B15/654-2599

AquaDisk Finer Testing

Plant Name: Nolthem Gi la County Sani tary District

L o t i o n : 2200 west D° v'Babv Rand! Road
Payson, Arizona

Products . . .

Mr. Joel s. anode

~A¢uvamed Sludge (Baudenpho Process)

Aqua~Je!5
Anfawr

Plant General Manager:

Type d Plant:

Major Plant Equipment

AquaDUM5

Milwf

AquaABF
Faller

B a r  S c r e e n
C om m i r t u t o r
G r i t  C h a m b e r .
Treatment Basins (Mulfisiaue AerobluAnc»dc)
Clarifier
Sludge Thinner and Press

Sand Filter
u1travr0ler Dldnfeclion

AquaDisk
couth-medna emf

AquaSBR
Snquendvu batch

'or
HISTORY:

. JCAM-D
Aufaimlfflixtrl
decanter

Asps-Jel
Asplfawlo aaramr

Lag-nite*
Lagoon niuifkation

sys wm

The city of Payson treats primarily domestic wastewater. For tertiary treatment they
operate a traveling bridge, gravity sand filter. Final effluent is used for land inrlgatton
and therefore must have turbidity levels less than 2.0 NTU. with the potential at new
recreational parks and a lake, the City of Payson saw a potential need for additional
filtration capacity. In an effort to investigate new filtration technology, they agreed to

'test the AquaDisk Filter side by side with their easting filter to compare etttuent NTU
quarry. Their god Is to eventually discharge 100% of their effluent into the new park
system and ld<e.

ThefmoFlu
Spray under OBJECTIVES

services . . . To carfare eff luent TSS/NTU qual i ty  obtained from the AquaDisk f i l ter  wi th
TSS/NTU resul ts from M e travel ing bridge sand fi l ter.

§'v,W'g€ ""°*"'"' scopE AND ooncLuslons:

Quality ,'
Manulac\ur\'\¢J

Customer Service

lntemaiional Exueriise

"The AquaDisk Filter was tested side by side with the sand fitters for a period of three
months to compare TSS removal efficiencies. The AquaDisk filter was fed with the
same influent wastestream as the sand filters. During the course of the test period.
the AquaDtsk was tested at 2.5 rpm/sq. ft. and 1.04 rpm/sq. ft. to determine what
effect this hydraulic fluctuation would have on effluent quality. These hydraulic
loading adjustments were achieved with an influent pump and flow control valve.

1



\ "° AquaDisk Filter Testing
Norther Gila County Sanitary Distinct

-2- .

The fl to the sand filters could not be varied and averaged appnundrnately 1.18
o l .

At both influent Mwwames. the AquaDisk filter produced effluent TSS eoncentrarions .
equal uo nruelowuwrss concentrations being psuduoed by lhe endsiing sand lilter.

The following tea: results were obtained at Norther Gila County Sanitary Distend
between August 14, 1892, and September 14, 1992.

AquaDid< data was obtained through 24 hour conpposlte samples while the
compalailvesand Nlterdarawasoblnlnedthruughgrabsamples. °

PHASE I This testing was conducted at 2.5 gpnVsq. ft.. This flow rate was
maintained for 515 hours.

During this time, the bad<washlpomp operated 6.5 hours.

Bad<wash water as a percent of thru-put.
42.900 gallons I 4155.857 gallons z 1.08%

Average Influent TSS = 4.19 mill
Average Effluent TSS = 1.35 mg/I
Average TSS Removal -Efficiency = 71.15%
Average TSS loaning = 0.14 lbs/sq. ftJday
Average Effluent NTU z 1.14 NTU

Average Sand Falter TSS Removal = 80.8%

PHASE ll This test was conducted at 1.08 qpnVsq. ft.. This flow rate was
maintained for 215.4 hows. .

During this time, the bad<wash pump operated .7 hours.

Bad<walsh water as a percent of trim-put.
4e2o. QBIlol'ls I 710,820 Q8llOl\S = 0.849%

Average Influent TSS = 8.18 mg
Average Effluent TSS = 1.12 mill
Average TSS Remove Efficiency=.-58.78%
Average TSS Loading = 0.04 lbslsq. ft./day

I Average Sand Filter TSS Removal ::32%



AQUA-AERDBIC SYSTEMS, INC.
'Your Wlsllvlatar Specialists'

5385 n. Alpine Rd.
RD. BOX 2026
CHord. \L U.S.A. 611ao~002s
TEL. B15/654-2501
FAX 815854-2508

AquaDisk Hater Testing

Plant Name:

Location:

plant Sup1aril1iBnd8¢1t

Type of Plant:

Major Plant Equipment

North Tiusvilie. warp

nlusville. Florida

R a n d y M u s g m v e

N O  A c \ i v 8 l € d  s l u d g e

M echanical  Bar Screen
Ana°dc B a s i n s
Activated Sludge Basins
l 9na l Clar l l i e rs
A n a e ro b i c Digesters
Sand F i l t e rs
Chlorine C o n t a c t C h a m b e r

HISTORY:

Lagoon nitrification

Aspifatifig 38I'2IOf

The North Titusville WWTP treats primarily domestic wastewater. For tertiary
treatment they operas traveling bridge, gravity sand filters. At the time of the prlot
test, the treatment facifrty was approaching design capacity and would therefore need
additional filters for future expansion. 1'he consulting engineer in dirge of the
expansion design was interested In testing the AquaDisk filter side-by-side with the
easting filters no compare TSS removal efficiencies. Although the easting filters were
performing adequately, the engineer had an Interest in investigating the AquaDisk
because there was on-site space limitations for the expansion. The AquaDlsk filter.
sized to handle the additional flow, offered approximately 70% savings in footprint
area compared to what would be required for a granular-media filter similar to their
existings units. ..

OBJECUVE:

T o  co m p a re  T S S  a n d  N T U  re d u c t i o n  e f f i c i e r r yo t  t h e  A q u a D i sk  f i l t e r  w i t h  T S S  a n d '
Process and Mechanical NTU re m o v a l ef f i c i enc i es  o f a t rave l i ng  b r i dge  f i l t e r .  E f f l uen t  l eve l s  must  be  l ess  t han

5  m g  T S S  a n d  2 . 0  N T U  t o  m e e t  p e r m i t  r e q u i r e m e n t s .

SCOPE AND CONCLUSIONS:

Customer Service

InternationalExpertise

The AquaDisk Filter was tested side by side with the sand filters for a penlod of two
months to compare TSS and NTU removal eftidendes. The AquaDisk filter was fed
with the same influent wastestream as the sand Filters. During the course of the test
period, d at 8.0 rpm/sq. ft. Flow to the sand filters averaged
approximately 1.5 to 1.

the AquaDisk was mg;
B rpm/ .



.__\

l . 'North Titusville Wastewater Treatment~Facility
Tdusville, Florida

.2..

Over the course of the attire test period, the AquaDisk jilter pfodumd effluent TSS
oonoentnauons equal to or blow the TSS concentrations being produced by the
existing sand tilter.

The following ai'e averages of the test results obtained at Titusville between June.:-10.
1994 and 4l\ugt|st 31. 1894. Complete testuataisoaptayeoon the followdng chart
and Illustrated on the glyphs.

Aquaoisk and Sand Filter data was obtained through grab samples.

PHASE I This testing was conducted ax 3.0 gpmlsq. n, This flow
rate was maintained for approximately 1488 hours.

During this time. the backwash pump operated 2'/.1
hours and the sludge pump operated 5.2 hours.
(27.1 + 5.2)hrs x 70 rpm x 60 rnln/hr: 1ss,eeo gallons

. .

Backwashlsludge water as a percent al thru-put.

0.138 MG I 14.41 MG = 0.94%

Average Influent TSS = 7.8 mg/I
Average Effluent TSS =.- 1.0 IngA
Average TSS Remove Efficiency = 86.1%
Average TSS Loading : 0.28 lbs/sq. it/day

Badcwaéh water usage = 0.94 % of thru~put

SAND FULTER

Average influent TSS = 7.8 mg
Average Effluent TSS = 2.1 mg/I '
Average TSS Remove Eftidency z 70.1%
Average TSS Loading = 0.16

Backwash water usage = to % of thru-put
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Aqua-Aerobic Systems, Inc.
AquaDis'k Fiiaa' Refaenee List

Alto www
Waupun, WE
Equipment:

Ccnnmtact:

(1)4 Disk Package Filter/Painted Talnk
1996

am (414)346-2215
Activated sludge plaunltIT'SSneductiou

Cone MMe Tangle
frau NC
Equipmnart: (3) 6 DiskPuld:ng=Fi1tws/304 SS Tzuunks

.Installation: 1995
Contra: Jeff Wells, Euvimmltxcntal Eng. (704)657-5375 (Ext. 105)

Arthur Toompas,Coxporate Ofiicc Director ofWater and Air Rcsounzes
pp==¥== (910)379_6226.
Activated shu1dg€'pI:nnlt1'1*ilt1ratiuzrfulluwing Llxcxuicafadditiuxx fu: F l o r
removal.

Oouunnums'

Faunanuinl HH19 AniznmaSnmitawy Dished
Foxunanizn Rills, AZ
Eqxrivwent Opanated a full scale 1 Disk Filter side by side with a Traveling Bridge

Sam ldFilter.
ROD Huber (602) 837-9444Contact:

Ferndale (C'ff.v of
Eandarle, WA .
Equipment: (2) 12 Disk Concrete Filters
Contact' Jerry L"¢H*b<=18=f. Chief Plant Operator (360)384-4607

Installation:
Contact:

Winter Haven, FI
Equipment: (2)4 Disk Concrete Filters with 2 Disks installed in each. This enables

them to double their capacity with very little cost and no increase in
footprint. Installed partially above ground clue to high water table.
1995
Don Hutzinger, Supervisor of Operations (941)324» -2969
Jeff Martell, Maintenance Supervisor
Activated sludge/TSS and NTU reduction for reuseComments:



2

¢ "*x `\

Ixnstalllatiouz

Cfsntactz

Hulnelzke Christian Camps
Hume hrke, GO
Equipment (1)2 Disk Package Filterwith only disk 81N118

explmndanbilitywitlx Um¢¢°na»anoina¢as¢inul»ummg¢=.
1993
Clubs Hemdmicks,Utilities Supervisor (209)335-2881
AqualSBRl1'lctivImed -w=»==g=nss llldNl'U ludnctiunComunanumnlssrz

Inly Eeach WWI?
Porte Vedra, FL
Equipment: (I)2 Disk Package FilterlPai1nted T̀ auuk
Installamionz 1997 .
Contact: Glum Hooves, St. Holms Utility Service (904)285-6112
Cummansz 1!\ctivated sludge/TSS and NTU reduction

Inrertoastal Utilities'
Juiwcnvillé FZ
Bqnipuunaam (1)4 Disk Filter' we, omly 2 dizsins installed, cnnzlbling for future

expandability with little cost and no inaeasc in tmukage.
1995
Hal Snusith, Operator (904)399~8802
Activated sludgdOperaling iilta' in excess of 3 gpnvaVrss and NTU
reduction

]1]5t8."2llIiOIlZ
Contact:
Comments:

Laurel Springs
Laurel Springs, GA
Equipment: (2)4 Disk Package Filters/Pa'mled Tank
kxstallationr 1996
Contact: David RainoE (770)888-9702
Comments: AqualSBR/Activated sludga'TSS and NTU reduction.

Lynn Havuz
L_wm Haven, FL
Equipmamtz (1)6 Disk PackageFilter/Painted Tank
Installation: 1995
Contact: Mark Branstetter (904)265-2121
Comments: Activated sludge/TSS reduction
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Marsh Landbzg
Bonne Vera Beach, FL
Bquipmznent (1)4 Disk Packcagc Fi l tudPainted Tank
lnstallauttion: 1 9 9 5 .
C e m a c t : GI¢=nlnHolevcs/St.  Jams Uti l i ty  Saviee Co.  (904)285-6112
Comments: Act ivated s ludge/TSS and NTU reducion for  :ms on gol f  course

nmnwusaawwrr
,lw.wgula,u.4

{l)4Did:Cn1nuMsl'ill¢lr
lnlstllll=li0Itl2 1997
Gnmnrtaaz Rndnev mamas, Opexrautor (508)867-0211

Activated sludgdTSS lund NTU w¢~min»commulacnts:

pagmuwPride imwaza
M r .  P I r  I X . _ _ .
E qu i pm en t :  . v  O pe ra t ed  a  f u l l scale I  D i sk Fi l ter Ade by side with a travel ing budge sand

El tcr .
T i m  W e i r ( 9 0 3 ) 5 7 2 - 7 9 1 1Couutact;

P*iP'=' Imp a c t
New Mliwanuuy, MCS'

( 1 ) 4  D i s k piuw/painaed TaIunuk
Installactiofnz 1 9 9 7
Cunrl i l d t K m Bart let  (601)543-5046
Com nl nnc n l s : I t \ d u s t 1 r i a l l F i l n r a t i o n a f t e r c h e m i c a l  a d a i z i w r s s  r e d u c t i o n .

u

I Palm Beach County WWI?
Bolton Beach, FL
Equipments O pera ted a ful l  scale 2 Disk i i l ta' side by side with existing upflow

xnmxfovi ingbed wad l i las,  and a Israel  plast ic f i l ter.
D av i d  D a l t on ,  S upa r i i n t a i da i t  (561 )499~0163
Al l  l i l as d in ing lbs study was moni tored for NTU continuously to  sec
which would beNpafounmrx 'm NTU reduction. Fac i l i t y  chose  (6 )12  D i s l c
Fi l ters to Bo ixxstznl lod in Apri l  1998.  E f f l uent  for reuse.

C0n jag t ;
C o x m n m t s :
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°\ Playas Club ,
J/»¢A=wnw11¢. FL . _
Equipment (1)4 Disk Package Flltan/Paxnted Tank

Installation: 1996
Contact Glenn Holeves, St. Johns Utility Service (904)285-6112
Comments: Activated sludgdTSS and NTU reduction for reuse on golfcowse.

s.,au.ug»'w1r
m . . i » l . » g , » m I
E¢W\iP@"="*= (2)2Di;;kpa¢kag=FiltuslPwamnnaTank

Inm1l1Enll2 1995 .
c=nm:la= Ria;suw=na=.mantO1=»==wwur(301)82403¢49 _
0g1llm¢;llIumi11; A4lm.smx/A¢ev»¢¢=dlml»dsd'IssandN'I`U lvduchiun

Washinglvn Curnacdonal Ceuta'
Shelton, WA
Bquipannmt:

' ¢

Contain

Comnmnntsz

(1)4 Disk Package Filter/Painted Tank
1997
Tom Fischer (360)426-4433
Activated sludgef1ISS reduction

W7:=ca'wlsin Whey
Monn0¢4 WI
Bquipment:
installation:
Contact:
Comments:

(1)2 Disk Package Filter/Pdnted Tank
1996
Dona Reeve, Operator (608)934-1400 Ext. 215
Activated sludge/I'SS reduction/Rs-planeri an ==xi==i11s upflow moving bed

sand filter with the AqulaDisk filter'

crab
08/24/98
vvpdochnuasum/alnI17instlll

I

I
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L0-Pro Odor Scrubber System
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A. DESIGN SPECIFICATIONS AND PERFORMANCE REQUIREMENTS

Design Air Flow Rate, sCum

Average Inlet H23 Concentration, ppm

Peak Inlet H23 Concentration, ppm

Minimum Removal Efficiency, %

3,000
25
50
99.5

6,000
25
50
99.5

10,000
25
50
99.5

B. PROCESS DESCRIPTION

Hydrogen sulfide laden air passes through ductwork to the LO/PRO®  odor control
scrubber. The system utilizes Sodium Hydroxide (NaOH) and Sodium Hypochlorite

(NaOCl) to react with and remove the odorous compounds present in the airstream. The
chemistry of the system is as follows' under alkaline conditions and with the presence of
excess NaOCl, H2S is oxidized to form sulfuric acid. This sulfuric acid is then neutralized
by NaOH to form the byproduct sodium sulfate.

vi"
utsr
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In order to compensate for the consumption of NaOH and NaOCl in the system the pH

and Oxidation Reduction Potential (ORP) are continuously monitored by pH and ORP

controllers. The pH and ORP levels are maintained at the proper setpoints via the

injection of NaOH and NaOCl, respectively, by metering pumps into the system. In tum,

the pH and ORP controllers continuously alter the injection rate of NaOH and Naocl, via

the metering pumps, to maintain the system pH and ORP at the optimum settings.

u s

USFiiter's LO/PRO®  odor control system is a "once-through", three-stage absorption

system consisting of a gas conditioning/pre-treatment stage followed by two vertical co-

current/counter-current gas absorption sections. The exhaust fan pulls the odorous air

from the HQS producing areas and pushes the air through the LO/PRO odor control
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system. The foul air first enters a pre-conditioning stage (Stage 1) where it is contacted

with liquid from the Stage 1 sump in a counter-current arrangement. The Stage 1 sump

consists of a solution consisting of the slowdown from Stages 2/3 and a controlled

amount of fresh Sodium Hydroxide (NaOH) used to maintain the set pH.

In the first stage, approximately 70 to 80% of the inlet H2S is removed. This

configuration minimizes chemical costs by significantly reducing the amount of

Hydrogen Sulfide that reacts widl Sodium Hypochlorite. Please see the tables at the end
of this section for estimated utility requirements.

In the co-current second stage and counter-current third stage, the air is contacted with a

water solution supplemented with a controlled amount of injected NaOH and NaOCL
These final two stages assure the remaining odorous compounds are oxidized Finally the
"scnlbbed" air is discharged from the system through a mist eliminator and into the

atmosphere.

A polypropylene pacldng media is provided to allow the necessary chemical reaction of
H28 with NaOCl and NaOH to occur in the system. The pacldng is designed to allow the
maximum amount of surface area while minimizing the amount of pressure drop. This
configuration is critical to maximize the amount of liquid to gas contact in the system,
thereby maximizing the removal efficiency of the system and minimizing chemical

consumption.

The chemical reaction in the system does create the byproduct sodium sulfate, as well as
sodium chloride and minute amounts of water. In order to optimize the performance and
minimize the maintenance of the system, the salt byproducts must be removed from the
process. To accomplish this fresh water is continuously injected into Stages 2/3 sump and
controlled via a flowmeter and gate valve. An internal overflow transfers the water to the

Stage 1 sump where the trace amounts of chemical left in solution along with injected
NaOH and NaOCl are reacted with the H2S in the airstream. Finally the salt byproducts,
dissolved in the sump liquid, are overflowed out of the system at the same rate at which
the fresh water is injected into it. There is an overflow above the liquid level that assures

the chemical sump can never be overfilled. A low level adam, set at below the designed
sump level provides system warning. A pressure differential gauge is provided to insure
that the pacldng does not retain an extraordinary amount of the byproducts or "plug".

The chemical sumps and absorption stages are housed in a single FRP chamber with access

ports for easy and quick access to any part of the system. The spray nozzles in each section

are easily removable.

This arrangement of gas absorption provides (1) COMPLETE and GUARANTEED odor

removal with efficiencies in excess of 99%, and (2) MAXIMUM chemical utilization

prior to discharge from the system.
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c, MAJDR SYSTEMCo1v1ponEn'rsFURNISHED BYUSFILTER

Each scrubber system consists of following majorsystemcomponents:
1. FRP Air Supply Fan
2. FRP Vessel Inlet Transition Piece
3. FRP Three Stage Scrubber System
4. Exhaust Stack
5. Chemical Recirculation Pumps (vertical seal-less pumps)
6. NaOH and NaOCl Metering Pumps
7. Instrumentation and Controls

» pH, ORP and Level Controls
I Pressure Differential Gauges
- Pressure Gauges

Control Panel with Transformer and Motor Starters

Additional details are provided in the attached equipment specifications,

1. Air Supply Fan:

Air Plow Rate, com
Duct Pressure Losses, in. WC
Scrubber Pressure Losses, in. WC
Total Static Pressure. in. WC
Brake HP
Motor HP
Material of Construction

3,000
2.0
7.0
9.0
6.4
10.0
FRP

6,000
2.0
7.0
9.0
12.9
20.0
FRP

10,000
2.0
7.0
9.0
21.5
30.0
FRP

2. FRP Vessel Inlet Transition Piece:

The fan outlet will be provided wide a flanged connection. ~An interconnecting
transition between the fan outlet flanged connection and die system inlet will be
provided. If recommended by the fan supplier, a flanged expansion joint for the fan
inlet to the FRP vessel inlet transition piece will be provided.

3. Scrubber andChemical Sump:

The complete scrubber system is made of FRP and consists of a pre-conditiomng
stage and two stages of odor absorption. The overall foot print of the scrubber is as
follows:

I
I

oz.

u s

Length, ft
width, ft
Height, ft
Sump Capacity (Stage 1), gal.
Sump Capacity (Stage 2/3), gal.
Shipping Weight, lbs

Operating Weight, lbs

8.25
5.25
9.50
180
397
3,700
9,500

10.0
6.50
11.0
324
536
5,600
14,500

12.5
7.50
11.5
468
773
6,800
19,500
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4. Exhaust Stack:

The scrubber system is fitted with a discharge stack and is supported from the top of
the scrubber. The stack has the following dimensions :

Diameter, ft.:
Height above the scrubber, ft:

s. Chemical Recirculation Pumps:

a. Stage 1
Recirculation Rate, rpm
Brake HP
Motor HP
Quantity
Construction
Design

70 120 180
2.6 2.8 5_7
3.0 3.0 7_5
1 1 1
CPVC CPVC CPVC
Vertical Centdfugad Seal-less

b. Stage 2/3
Recirculation Rate, rpm
Brake HP
Motor HP
Quantity
Construction
Design

140 180 270
2.9 5.7 6.8
5.0 7_5 7_5
1 1 1
CPVC CPVC CPVC
Vertical Centrifugal Seal-less

6. Chemical Metering Pumps:

a. Sodium Hydroxide
Maximum Capacity, mph
Operating Mode (pH), Volts DC
No. of Pumps
Solution, % by wt.

5
0-90
2
50

5
0-90
2
50

5
0-90
2
50

b.

I\
g

Sodium Hvoochlodte
Maximum Capacity, mph
Operating Mode (ORP), Volts DC
No. of Pumps
Solution, % by wt.

12
0-90
1
12.5

12

0-90
1

12.5

12

0-90
1

12.5

7. Electrical Control Panel, Instrumentation and Miscellaneous Accessories:

The scrubber system includes a complete pre-wired electrical control panel,
including control voltage transformer, motor starters, pH and ORP controllers, and
scrubber sump and chemical storage low level controls. Other equipment provided
with the system are recirculation pumps discharge pressure gauges, differential
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pressure gauges for scrubber and mist eliminator, and make-up water flow meter
and float control valve.

The power supply shall be 480V, MPH, 60 Hertz rated at __ Amp service and 120V,
MPH, 60 Hz rated at _.__ Amp service.

As a minimum, the electlicd control panel will have the following switches and
alarms:

System - ON~OFF switch with status light
Fan 9 H-O-A switch with stars light
Stage l Recirculation Pump H-O-A switch with status light
Stage 2/3 Recirculation Pump - H-O~A switch with status light
NaOCl Metering Pump - H-O-A switch with status light
NaOH Metering Pumps I-I-O-A switch with status light
Stage 1 Low Sump Level - alarm with status light
Stage 2/3 Low Sump Level - alarm with status light
Low NaOH Storage Tank Level - alarm with status light
Low NaOCl Storage Tank Level - alarm with status light
pH Probes and Controllers
ORP Probes and Controllers
Motor starters for recirculation pumps and exhaust fan

The Odor Control System shall include the following accessories:

Make-up water flow meter
Blowdown control (manual)
Recirculation pump discharge pressure gauges
Differential pressure gauges for scrubber and mist eliminator.
Sump sight glass level indicator

Ancillary Equipment Provided as an Option or By Others

8-9. Recommended Chemical Storage Tanks:

Sodium Hypochlorite (12.5%), Sad
Sodium Hydroxide (50%), gal

10. Water Softener System

I

I

I

u s

The water softener needs to be capable of removing the hardness to no more than
0.5 grains and shall be a self-regenerating duplex type.
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D. MAJQR SYSTEM FEAWRES/ADVANTAGES :

The following is a beef discussion of ate tremendous benefits of theLO/PRO" system:

1. Patented P'r0c1es4s

The Lo/pao" Odor Control System by USFilter RJ Bnvironmentad Pvcducts is a
patented chemical process (U.S. Patent No. 5,876,662) which is designed to provide
low maintenance and minimize chemical cost by making most effective use of the
reactive chemicals.

A second patent has also been granted for the physical configuration of the LO/PRO
sy8tern. The LO/PRO scrubber uses a unique arrangement of baffles to provide a
multi-stage packed tower scrubber, which maximizes the air throughput while
minimizing the footprint and height of the vessel. An extended sump enables the
use of vertical recirculation pumps and vertical mounting of pH and ORP probes,
chemical injection valves and other instrumentation so that they can be easily
cleaned and calibrated without taking the system off line.

2. Installation and Construction Costs

The LO/PRO system is completely factory~assembled including piping and wiring
in order to minimize installation time and cost. Installation requirements are
reduced to anchoring scrubber to the ground, bringing electrical power to the control
panel, plumbing from chemical tanks to metering pumps, and installation of inlet
and exhaust ductwork. This is in contrast to a conventional packed-tower system
which will require a much larger concrete pad and will require installation of:
interconnecting duct among the stages; a separate control panel; wiring from the
panel to recirculation pumps, metering pumps, and pH and ORP probes; and piping
to and from all chemical and recirculation pumps. The LO/PRO®  is very quicldy
installed and can be removed and relocated at a minimum cost as well.

3. Proven Track Record

The USFilter LO/PRO Odor Control System has been available since 1994. Since
that time approximately 150 systems have been sold with more than 100 of these
systems presently installed and operational. This amounts to years of operational
experience for our design and field service engineers. The LO/PRO is a fully

developed, mature product supported by an extensive l ist  of  successful

installations (attached).

u s

The LO/PRO system has been thoroughly tested in performance tests at every

installation, and in every case exceeded design efficiencies.
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USFilter RJ Environmental staff have designed, built, commissioned and serviced
over 300 wet scrubber odor control scrubber systems over the past seven years.
Our personnel experience and number of operating installations are unequalled in
the odor control industry.

4. Reliability in Design and Fabrication

:==a--

The LO/PRO system incorporates many design innovations that improve
reliability and promote ease of maintenance. Some of these include:
» Vertical seal-less sump pumps minimize maintenance and eliminate the need

for costly and troublesome seal water piping
Deck~mounted pH and ORP probes allow easy calibration and cleaning while
the scrubber is fully operational
Premium vinyl ester FRP construction with Nexus corrosion liner provide
excellent strength, durability and corrosion resistance

» As with every odor control system periodic cleaning is necessary. The
LO/PRO system is designed to provide easy cleaning access through rnanways
that open into every compartment within the scrubber system.

The LO/PRO system is completely assembled and factory~tested prior to shipping.
An extensive Quality Control inspection is performed prior to shipping, including a
detailed FRP inspection in accordance with ASTM guidelines, hardness and wall
thiclmess measurements, electrical wiring inspection, hydrostatic and hydrodynamic
testing. and operational testing of components, instrumentation and system alarms.
Baseline data for pump and fan amperage and system pressures are recorded and
again verified at system startup.

s. Small Footprint and Low Profile

I Further cost savings are gained through better utilization of plant floor space. The
rectangular shape and compact design of the LO/PRO system requires a fraction
of the footprint required by conventional packed tower systems, with substantially
lower vertical profile. The patented baffle arrangement maximizes the cross
sectional area and length of the f low path while minimizing vessel size and
eliminating interconnecting ductwork.

Conventional packed tower systems use horizontal recirculation pumps located on
separate concrete pads and containment areas with extensive piping to and from
the scrubber, seal flush piping, isolation valves, chemical injection and probe
piping. The patented LO/PRO system uses vertical recirculation pumps and deck

mounted probes and injection piping which completely eliminates the need for a
separate area to house recirculation pumps and associated piping.
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6. Minimize Chemical Costs

The patented LO/PRO process is uniquely designed to minimize chemical costs.
This is accomplished by using relatively inexpensive caustic to remove 70-80% of
the odors in the first stage, and then treating the remaining 20-30% of the odors with
a combination of bleach and caustic in Stages 2 and 3. The overflow of waste
chemicals from Stages 2/3 to 1 further promotes complete chemical utilization by
minimizing the amount of discharge of unreacted chemicals. In addition, the waste
stream combination also helps extemadly oxidize any dissolved sulfides and reduces
any potential packing fouling in the tower due to sulfur connation (patented

process).

7. Minimize Down Time

The LO/PRO system is designed to enable cleaning and calibration of pH and ORP
probes, and chemical injection piping while the system is operational - with no
down time. All other system components are easily accessible from the outside.
The pumps are outside and can be removed from service in a very short period of

time.

8. ProvidesMaximum Value

The LO/PRO system is unique in the Odor Control market and offers operational
and cost advantages that cannot be matched by conventional odor control
technologies. We believe that when all factors are considered, the LO/PRO system
offers the maximum value in terms of performance, reliability, service and cost.

E. UTILITY REQUIREMENTS

All utility requirements are presented in the tables at the end of this section.



TABLE 1: RJ ENVIRONMENTAL PRODUCTS' LOIPRO ODOR CONTROL SYSTEM
DESIGN AND PERFORMANCE CRITERIA

File No. M99-083.CalCS~101100.Xls

DESIGN SPECIFICATIONS AND PERFORMANCE REQUIREMENTS:I.

10,000
25
50
99.5%

6,000
25
50
99.5%

3,000
25
50
99.5%

Air Flow Rate, Adm
Average Inlet H2S Concentration, ppm
Peak Inlet H2S Concentration, ppm
Minimum Removal Efnciwcy. %

SYSTEM vsvonwmncs CALCULATIONS:II.

A. Srnlhhnr Prrtsvrmanm Pr» vti¢'tion°

1a0
NaOH
10 to 10.5

120
NSOH
10 to 10.5

Stage #1: Pre-treatment (Fresh NaOH + Blowdown from stage #2J#3):
Llquld recirculation rate, rpm 70
Chemical alawdown
pH operating f3ngg' 10 ID 10.5

90
NaOCl/NaOH
10 IG 10.5
600
-0.2

60
NaOCVNaOH
10 to 10.5
500
-0.2

70
NaOCl/NaOH
10 ID 10.5
600
~0.2

Stage #2: Gas Absorption (Fresh NaOCl/NaOH):
uquld recirculation rate, rpm
Chemical
pH operating range:
ORP, *IYIV
Naocl, % by wt.

IBO
NaOCVNaOH
10 IO 10.5
600
-0.2

120
NaOCVNaOH
10 to 10.5
600
~0.2

70
NBOCI/NBOH
10 In 10.5
S00
~0.zI

I

Stage #3: Gas Absorption (Fresh NaOCVNaOH):
Uquld recirculation rate. rpm
Chemical
pH operating range:
ORP, +mV
naocl, % by wt.

9nnlhhnr praeeure Plan Calflllatinns'a.

1.07.07.0Total Pressure Drop: Inlet Flange to Outlet Flange, in WC

I
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10,000
25
50
99.5%

8,000
25
50
99.5%

a,o0o
25
50
99.5%

Air Flow Rate, Adm
Average Inlet H2S Concentration, ppm
Peak Inlet H2S Concantralion. ppm
Minimum Removal Ef6dsncy, %

May#-Im Whirr Ram ~ir» =m4=n1s'B.

a
25

2
25

1
25 ,

Flow late. rpm
Pressure, psig

31 2c. F*l-'vwU0Wf\ f1!'*f!'

D. Pl*"'fI'I"iilP*"1'li['l1I'l'*f"*`

0.4
3.5
0.2

0.2
2.1
0.1

0.1
1.0
0.1

a.
b.
c.

Based on Average Inlet H2S Concentration
Sodium Hydroxide, 50%. mpH (Note 1): STAGE #1:
Sodium Hypochlorite. 12.5%. Eph (Note 2) STAGE #2l#3:
Sodlum Hydroxide, 50%. mpH (Note 3): STAGE #2J#3:

0.8
8.9
0.3

0.5
4.1
0.2

0.2
2.1
0.1

Based on Peak Inlet H2S Concentration
a. Sodium Hydroxide, 50%, mpH (Note 1): STAGE #1:
b. Sodium Hypochlorite, 12.5%, mph (Note 2) STAGE #2J#3:
c. Sodium Hydroxide, 50%, mpH (Note 3): STAGE #2/#3:

Flnfrtrir-:» l Rnm1IrpJ'n¢1r1t~x' E.

5.7
6.B
21.5
<1

2.8
5.7
12.9
<1

2.6
2.9
6.4
< t

a.
b.
c.
d.

Stage 1- Rec-irculation pumps. bop
Stags 2/3 - Recirculation pumps, bop
Alr supply fan, bop
Chemical metering pumps. bop

$37,989523,176$12,081Annual MnnmOm C449 loaf .=:ysYnmY'F.

$19,683
$4.893
$13,394

$11,810
$2,936
$8,430

$5.905
$1,488
$4.708

a. Sodium Hypochlorite (50.65/gal)
b. Sodium Hydroxide (81.00/ga1)
c. Electricity ($0.06A<wh)
'Based on average Inlet H2S Concentration

Note t: Based on 2 mote of Nao\~Vmole H2S, and 70% of averagelpeak inlet H2S concentration removed in the first stage.
Note 2: Based on 4 mote of NaOCl/mole H2S at averagelpeak H2S concentration and 10% Excess.
Note 3: Based on 2 mote of NaOWmo!e H2S at average/peak H2S concentration and 10% Excess.

-. l.....l "_

...... . . . . .|... .. ......H """1""""""" I

TABLE 2: UT\LITlES REQUIREMENTS: LOIPRO SCRUBBER SYSTEM
WITH Caustic Addition In 1st Stage



TABLE 3: UTILITIES REQUIREMENTS: LOIPRO SCRUBBER SYSTEM
WITHOUT caustic Addition In First Stage (for Comparison)

A. D'*'*l9'I 9|*o¢'if'*a*If» n1'

10,000
25
50
99.5%

6.000
25
50
99.5%

3,000
25
50
99.5%

Nr Fled Rate, Adm
Average Inlet H2S Concwtratlon. ppm
Peak Inlet H28 Conoentlration, ppm
Minimum Raf oval Elfldency. %

B. Malfwn wafrw R-'*f1'1lf'=#'rw*t'='

3
25

2
25

1

25
Flow rate, rpm

Pressure. PS*Q

a21c. Fwww I'1'1wv\ Qrwn

Phrnmlrnl Rn-n1Ilrnmnn*s.D.

11.5
0.5

8.9
0.3

3.5
0.2

At Average Inlet H2S CoI1c6n1l'alior\ .
a. Sodium Hypodiggifgl 12.5%, mph (Nae 1) STAGE #2l#3:
b. Sodlufn Hydroxide. 50%. mpH (Note 2); STAGE #21#8:

23.0
1.1

13.8
0.7

s.0
0.3

At Peak Inlet H2S Concentration
a. Sodium Hypochlcfita. 12.5%. mph (Note 1) STAGE #2/943:
b. Sodium Hydroxide, 50%, mpH (NG(8 2): STAGE #2/#3:

Fln¢'*rlr~=1l Rnnuirements'E.

5.7
6.8
21.5
<1

2.8
5.7
12.9
<1

2.6
2.9
8.4
<1

a.
b.
c.
d.

Stage 1- Recirculation pump. bop
Stage 2/3 - Reclrculation pump, bop
Air supply fan, bop
Chemical metering pumps. bop

$83,895$50,731$25,858F. Annual Unerwtlnq Cfvit (par sy4IFnmI°

$65,009
$4.893
s13,394

$30,365
$2.930
$a,4a0

$19,683
$1,468
s4,708

a. Sodium Hypochlorite (50.65/gal)
b. Sodium Hydroxide (51 .00/gal)
c. slecuicny (50.06/kvvh)
'Based on average Inlet concentration

Note 1: Based on 4 mole of NaOCl/mole H2S at average/peak H2S concentration and 10% Excess.
Note 2: Based on 2 mole of NaOH/mole H2S at averagdpeak H2S concentxallon and 10% Excess.
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TABLE 4: MAJOR SYSTEM COMPONENTS SIZING

Page 1 of 2

A. Air Sqpnly Fan

10,000
2.0
7.0
9.0
21.5
30.0

6,000
2.0
7.0
9.0
12.9
20.0

a,00o
2.0
7.0
9.0
8.4
10.0

Air Flow Capacity. scum
SP @ Scrubber Inlet. In WC (Assumed)
Pressure Drop across Wet Scrubber, In WC
Total SP, in WC
Brake HP
Horsepower

B. Srffuhhef Sysinm.

Three
Vertical
10.0
6.50
11 .o
16.0
11.5

Three
Vertical
12.5
7.50
11.5
15.5
20.5

Three
Vaf ieal
B.25
5.25
9.50
14.5
15.0

No. of Stages:
Arrangement
Overall length. 11
Overall width. ft
Overall Heklht (without Slack). n
Overall height including Stack, n
Overall length lndudlng exhaust fan and transition. ft

468
180
2.6

324
120
2.1

180
70
2.6

Stage #1: Fresh NaOH + Blowriown circulation
Sump Capacity, gal
Recirculation Rate, rpm
Sump res. time, min

T73
270
2.9

397
140
2.8

538
180
3.0

Stage #2/#8: NaOH/NaOCI
Sump Capacity. gal
Recircu\ation Rate, rpm
Sump res. time. min

Accessories:
Pa¢king Media
Mist Eliminator
Nozzles

Fyhal 199 Stack'c.

2.0
5.0
16.0
1,911

1.5
5.0
14.5
1.699

2.5
5.0
16.5
2,0aa

lamenter, ft
Height above scrubber, ft
Overall height, fl.
Exit Velocity, fpm

DI. Rnnirrm llnNnn Pump' Sims #1

1B0

5_7
7_5

CPVC

120
2.8
3.0
CPVC

70
2.6
3.0
CPVC

Flow Capacity, rpm
BHP
Motor HP
Material
Vertical Seal-less

DO. Ppflf~1la*if1n Pump. Stan* #we

270
6.8
7.5
CPVC

140
2.9
5.0
CPVC

180
5.7
7.5
CPVC

Flow Capacity. rpm
BHP
Motor HP
Material
Vertical S€3H8$$

I



TABLE 4: MAJOR SYSTEM COMPONENTS sizing [Continued]

.Page 2 of 2

f`;h» mir~:1l Matnrim PnmrnE.

0.4
5
1
4-20 Tm

0.2
5
1
4» 20 MA

0.1
5
1
4-20 MA

STAGE #1: Sodlurn Hydroxldez
Ave!'aQB Demand Capacity, mpH
Max. Capacity, mph
No. of Pump
Operating Mode

a.5
12
1
4-20 mA

2.1
12
1
4-20 mA

1.0
12
1
4-20 mA

STAGE #2/3: Sodlum Hypuchlniite:
Average Demand Capadiy. mpH
Max. Capaefty, mph
No. d Pump
opewiins Mcd8

0.2
5
1
4-20 mA

0.1
5
1
4-20 mA

0.1
5
1
4-20 MA

STAGE #2/3: Sodium Hydraadde:
Average Demand Capacity. mpH
M214 Cap2» dty. mph
No. cl Pump
Opiating Mada

F. InWmfnnrmtatinn and f`,nn1Iv1l9 .

Stage #1 :
Scrubber Sump Law Level Control Alarm
Reclnzulation Stream pH Control for NaOH Infection

Stage #2l#3:
scrubber Sums Low Level Control Alarm
Redrcuiatlon Stream pH Control for NaOH Injection
RBdrculailoII Stream ORP Coturoa for NaOCl Injection

Ml4¢~ellanpnlls Arrnssnrim' G.

Make-up Water Flow Meter : Stage #1 (future add-on if necessary)
Makeup Water Fkwv Meter: Stage #2/#3
Blow Dawn Control: Stage #1
Recirculation Pump Discharge Pressure Gauges
Pressure Differential Gauge: Scrubber
Pressure Differential Gauge: Mist Etlrninator
Sump Sight Glass : Stage #1 and Stage #2/#3

I Cheml¢° $=4 Qtnrana T>nks' H.

2,000
500

1,000
500

1,000
500

12.5% Sodium Hypochlorite, gallons:
50% Sodium wuroxsde, gallons:

I. Svstnm Weight'

5.800
19,500

5.600
14,500

a,100
9,500

Shipping Weight, lbs.:
Opiating waghz, lbs.:

|

I
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TABLE 1: RJ ENVIRONMENTAL PRUDUCTS' L04PRO ODOR CONTROL SYSTEM (ATAD)
DESIGN AND PERFORMANCE GRITERIA

File No. M99-083.caIcs-iv-021301 xis

L DESIGN SPECIFICATIONS AND PERFORMANCE REQIIREMENTSZ

e,uco
25
50
99.5%

ll.

Air Flow Ra!8. Adm
Average ma! H2S Corxcentrallon, ppm
Peak Inlet H28 Concentration. ppm
Minimum Removal Efficiency, %

sysTEm PERFORMANCE CALCULATIONS:

A. Sautahor Performanra pfeawum-

1 zo
NaOH¢'NaOCVH2SO4
10 IN 10.5
600
~0.2

State #1: Pre-lruatment
Liquid rudrculallon ram, rpm
Chemicsll
PH gperatinq range:
ORP, +mV
NelOCI. % by wt.

120
NeOWNaOCW'I2SO4
10 w 10.5
sao
~0.2

Stage #2: Gas Absorption:
Liquid regulation rate, rpm

Chemical
pH operating range:
ORP, +mV
naocl, % by we

120
NaOH
10 ID 10.5

Stage #8: Gas MWWWUNPGMW Stage:
Liquid radrculaxion rate. rpm
Chemical
pH operating range:

B.

8.0

Scrubber Pressure Drop Can:ulatlons:

To!a4 Pressure Drop: Inlet Flange to Outlet F\ange, in we

I

a -

J



TABLE 2: UTILITIES REQUIREMENTS: LO/PRO SCRUBBER SYSTEM

Nota 1: All amounts include 10% excess chemlcd.
note 2: Chemical calculations do not consider any odor compounds other than H2S.
Note 3: Based on 2 mole of NaOl'Vmde H2S.
Note 4: Based on 4 mole or NaOCVmola H2S al inlet H2S concentration and 70% H2S ramovd in Stage 1.

A. Design Sneciiicationsz

Alf Flow Rate, Adm
Average Inlet H2S Concentration, ppm
Peak lnlei H2S Concentration. ppm
Minimum Removal EMciency, %

e.ooo
25
50
99.5%

Please note that the utilities reqwrements do not consider any compounds other than H2S.

Make~gp Water Rqqulrgmqnts'

Few rate. rpm
Pressure. psig

2
25

c.

o.

WW 2

~o.a
2.1

Blow Dawn.

Qhemkwf Requlrenwnla INQM 1. 19;

Based on Average Inlet H2S Concentration
4 sod wm wamxlde, 50%, mpH (Note 3):
b. Sodium Hypochlorite. 12.5%, mph (Note 4):

Based on Peak Inlet H2S Concentration
8.
b.

E\e¢;triQal Bqquirqmentgz

Sodium Hydroxide. 50%. mpH (nana S):
Sodium Hypochlorite. 12.5%, mph (now 4):

0.7
4.1

a.
b.

Reclrculatim Pumps. bop (total)
Alf supply Ian, bop
Chemical metering pumps. bop

8.4
14.3
<1

Annual Operating Quest (per qysteml' 823,694

B.

E.

F.

c.

a. Sodium Hypochlorite (80.65/gd)
b. Sodium Hydroxide (SI .00/gal)
c. Electricity (so.oen<wh)
*Based on average Inlet H2S Concentration

$11,810
s2.sae
s8,94a



TABLE a: MAJOR SYSTEM COMPONENTS SIZING

Pane 1 of 2

A. Air Suwlv Fan

6,000
2.0
8.0
10.0
14.3
20.0

Air Flow Capacity. scum
SP 6 Scrubber Inlet, in WC (Assumed)
Pressure Drop aaoss We! scrubber, In WC
Total SP. in WC
Brake HP
Horsepower

B. sqwbnef Svstemr

Three
Vertical
15.0
8.50
11 .o
16.0
23.0

NG. d Stages:
Arrangement:
Overall length. ft
Overall width. n
Overdo heiatfr (Without Slack). n
Overall helm lndudlng St&¢>l<. R
Overall renew including exhaust fan and tlaltsition. it

324
120
2.7

Stage #1 '
sumo Capacity. 981
Recirculation Rate. rpm
Sump res. time, min

492
120
4.1

Stage #2:
Sump Capacity, Gd
Redrculatlon Rate, rpm
Sump res. time, min

492
120
4. 1

Stage #3:
Sump capacity. Q81
Regulation Rate, rpm
Sump res. lime. min

Auccessoriea:
Packing Media
Mist Eliminator
Nozzles

Exhaust Stack:c.

2.0
5.0
16.0
1,911

Diameter, tr
Height above snubber, ft
Overall height. it
Exit Velocity, lim

D. Recirculation Pumps (Each Staqqlz

120
2.8
3.0
CPVC

Flow Capacity, rpm
BHP
Motor HP
Material
Vertical Seal-less



TABLE 3: MAJOR SYSTEM componEnTs slime [C¢l1'ul\LBd]

2 of2_ s ,P

Chsmleal Metering PumasE.

5
4-20 mA

STAGE #1: Sodium Hydroxide and/or Smdiuric Acid:
Max. Oapadty, mph
Operating Mode

5
4-2G mA

STAGE #1: Sodium Hypochlorite (for use as reqWred):
Max. Capadiy, mph
o¢=ef=¢uw Mods

5
4-20 MA

STAGE #2: Sodium Hydroxide and/or Suituric Acid:
Max Capazziw. mph
owamg Mode

5
4-20 mA

STAGE #2: Sodium Hypochlom' s (for use as required):
Max. Capacity. mph
Operating Mode

5
4-20 MA

STAGE az- Sodium Hydroxide and/gf Sulfurs: Acid:
Max Capacity, mph
operating Mode

lnaimmernation and Controls:F.

STAGE #1 :
Scrubber Sump Low Level Control Alarm
Redrculatlon Stream pH Control lov NaOH and/or H2SO4 lniection
Recirculation Stream GRP Control for NaOCl lniection

STAGE #2:
Scrubber Sump Low Level Control Narm
Racirculatlon Stream pH Control for NaOH and/or H2SO4 Infection
Recirvsulatlon Stream ORP Control for NaOCl lniectlon

STAGE #3:
Scrubbier Sump Low Level Control Alarm
Recirculallon Stream pH Control for NaOH and/or H2SO4 Injection

G. Mi§¢8\IBf\QQl.l$ Accessories:

Make~up Water Flow Meter: Stage #3
Blow Down Control: Stage #1
Redrculalion pump Discharge Pressure Gauges
Pressure Differential Gauge: Scrubber
Pressure Dlfferantld Gauge: Mist Ellminator
Sump Sight Glasses

H. Qhemiqgl Sloraqg Tanks:

1 ,too
280
280

12.5% Sodium Hypochlorite, gallons:
50% Sodium Hydroxide, gallons:
93% SuKurlc Acid, gallons:

l. Svslgm Weiuhl:

8,800
20,500

Shipping Welght, lbs.:
Operating Weight, lbs.:

I

I
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C-3
Laboratory Equipment
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Item Description Quanta Vendor Item Number
Autoclave (sterilizer) 1 BL 30330
Autoclave Protective Wrap 1 BL 30350
Lab Centrifuge (Raven) 1 BL 41415

IBalance (Scientech)0.1 m 1 BL 72384
Precision Weight Set 1 BL 34650
Steambath 1 HACH 23479-00
Stereo Microscope 10x + 30x 1 BL 33600
Microscope 40X to 400X 1 BL 33649
3"x1" Microscope Slides (100/pack) 3 BL 33550
Benchtop pH Meter (Hanna) 1 BL 40400

Electrode Stand 1 BL 28100
Benchtop Turbidimeter (HF Scientific) 1 BL 41318
Benchtop DO/BOD Meter (WWW Oxi Level 2) 1 BL 40235
BOD Bottles (300 mL) (set of 24 numbered) 1 BL 34971
BOD SeedingAgent 1 BL 41250
COD Block Digester 1 BL 41230
COD Reagent Kit (50 tests) 1 BL 27788
Benchtop Hot Plate (Cimarec) 1 BL 40010

' sCabaret incubator (5.0 Cu-ft) (+/- .5 d . C) 1 BL 28470
Lab Thermometer (-10 to 260 C) 3 BL 41112
Desiccator (plastic 1 BL 38090
Desiccator Plate (ceramic/metal) 1 BL 39100

Desiccant 4 BL 39132
Muffle Furnace (Thermal ne 129 inc 1 BL 39905
Double Wall Gravi Oven (1 .3 cu-ft) 1 BL 68771
Stop Watch/Timer 1 BL 41138
Water Bath Incubator (Large) 1 BL 36940
Filter Paper for TSS (110 mm) (100lpack) 4 BL 39210
Filtering Flask (1000 mL) 2 BL 33260
Buchner Funnel (110 mm) (pro prop lane 2 BL 39824

Vacuum Pump (Auto 1 BL 39322

Tyson Tubing (1/4' ID) 1 BL 41172

Magnetic Stir Unit (7" x 7") 1 BL 40945
Settleometer Kit (Plastic) 1 BL 41420

Sludge Judge (15 feet) 1 BL 71475
Imhoff Cones (Pack of 4) Plastic 1 BL 41372

lmhoff Cone Rack 1 BL 41373
Water Sampling Bags w/ De-chlor (100 mL) (100Ipack) 1 BL 30920
Water Sampling Bags w/ Dechlor (300 mL) (100/pack) 1 BL 30921

Sample Bag Rack 1 BL 30930

Water Sampling Scoop 1 BL 30928
Glass Beaker (100 mL) (12/pack) 2 BL 34730

Glass Beaker (250 mL) (12/pack) 2 BL 34740

Glass Beaker (1000 mL) (6/pack) 2 BL 34770

Glass Graduated Cylinder (100 mL) 2 BL 37830

Glass Graduated Cylinder (500 mL) 2 BL 37850
Glass Graduated Cylinder (1000 mL) 2 BL 37860
Glass Erlenmeyer Flask (25G mL) (12/pack) 2 BL 39340
Glass Erlenmeyer Flask (500 mL) (6lpack) i2 BL 39350
Glass Erlenmeyer Flask (1000 mL) (2/pack) 2 I BL 33290

Glassware Rack 2 BL 40785

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
l a
17
18
19
20
21
22
23
24
25
28
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

I

lab-equip-4-3-01 .xis

I



Glass Pipet (10 mL) 3 BL 40635
Glass Pipit (25 mL) 3 BL 40640
Piper Filler 2 BL 40666
Piper Support Rack 1 BL 40735
Pipit Brush 1 BL 36800

1Measurin Dish (70 mL) 3 BL 72392
N-Dex Rubber Gloves (100/pack) (large) 3 BL 41769
Evaporation Dish (35 mL) 5 BL 72390
Evaporation Dish (150 mL) 5 BL 72394
Safe Face Shield 5 BL 71495

I ISafe Go, leg - Chem Splash 5 BL 41596
Lab Tongs 2 BL 41160
Stainless Steel Forcepts 3 BL 31310
Condenser (30 cm) 2 HACH 1806-00
Condenser Flask (sao mL) 2 HACH 1807-492
Burst (25 mL) 2 HACH 14059-40
Buren (50 mL) 2 HACH 14059-41
£2 remeasured Test Kits (LaMotte)
Total Alkaline Test 50) 1 BL 31430
Ammonia Test 50) 1 BL 27700
N nitrate Test (50) 1 BL 27730
N nitrite Test (50) 1 BL 27735

pa Test (50) 1 BL 31520

52
53
54
55
56
57
58
59
60
61
62
SO
64
65
66
67
68

69
70
71
72
73

;
lab-equip-4-3-01 .xis



SECTION 2

MODEL LP-4000-SP (6,000 com ATAD process

TECHNICAL INFORMATION

A.

B.

c.

D.

E.

Design Specifications and Perfonrnaxtcc Requirements

Pi'ocessDescription

Major System Components Sizing

Major System Features & Advantages

Utilities Requirements

Attachments

Tables and Drawings

Equipment Specifications



A. DESIGN SPECIFICATIONS AND PERFORMANCE REQUIREMENTS

Design Air Flow Rate, scum

Average Inlet HzS Concentration, ppm

Peak Inlet I-I2S Concentration, ppm

Minimum Removal Efficiency, %

6,000
25
50
99.5

B. PROCESS DESCRIPTION

Odorous and hydrogen sulfide laden air passes through ductwork to the LO/PRO®  odor

control scrubber. The system utilizes Sulfuric Acid (H2S04)» Sodium Hydroxide (NaOH)
and Sodium Hypochlorite (NaOCl) to react with and remove the odorous compounds
present in the airstream.

The system is designed with flexibility in mind in order to remove the specific odorous
compounds in the air stream. Our data shows that the combination of acid, bleach and

caustic removes compounds associated with the ATAD process extremely well. The
system will have the flexibility to inject these chemicals into the first two stages and will
use caustic in the third stage to polish any remaining odors.

If other odors associated with the ATAD process do not pose a problem at times, the
system can use NaOH in the first stage to pre-treat the hydrogen sulfide, NaOH and

NaOCl in the second stage to oxidize the remaining hydrogen sulfide and a small amount
of caustic in the last stage to maintain the pH.

In order to compensate for the consumption of H2SO4, NaOH and NaOCl in the system
the pH and Oxidation Reduction Potential (ORP) are continuously monitored by pH and
ORP controllers. The pH and ORP levels are maintained at the proper setpoints via the

injection of HQSO4 or NaOH and NaOCl, respectively, by metering pumps into the

system. In rum, the pH and ORP controllers continuously alter the injection rate of
H2SO4, NaOH and NaOCl, via the metering pumps, to maintain the system pH and ORP

at the optimum settings.

USFilter's LO/PRO®  odor control system is a "once-through", three-stage absorption

system consisting of three vertical counter-current gas absorption sections.

A polypropylene pacldng media is provided to allow the necessary chemical reactions to

occur in the system. The pacldng is designed to allow the maximum amount of surface

area while minimizing the amount of pressure drop. This configuration is critical to

maximize the amount of liquid to gas contact in the system, thereby maximizing the

removal efficiency of the system and minimizing chemical consumption.



The chemical reactions do create sat byproducts as well as minute amounts of water. In

order to optimize the performance and minimize the maintenance of the system, the salt
byproducts must be removed f rom the process. To accomplish this f resh water is

continuously injected into the third sump. The fresh water is controlled via a flowmeter

and gate valve. Any remaining chemical and the salt byproducts, dissolved in the sump
liquid, are overflowed into the second sump, and then into the first sump and then out of
the system at the same rate at which the fresh water is injected into it. There is an

overflow above the liquid level that assures the chemical sump can never be overfilled. A

low level alarm, set at below the designed sump level provides system waring. A pressure
differential gauge is provided to insure that the pacldng does not retain an extraordinary

amount of the byproducts or "plug".

The chemical sumps and absorption stages are housed in a single FRP chamber with access
ports for hay and quick access to any part of the system. The spray nozzles in each section
are easily removable.

This arrangement of  gas absorption prov ides (1) COMPLETE and GUARANTEED
ammonia and odor removal with ef f iciencies in excess of 99%, and (2) MAXIMUM
chemical utilization prior to discharge from the system.

C. MAJOR SYSTEM COMPONENTS FURNISHED BY USFILTER

Each scrubber system consists of following major system components:

1.

2.

3.

4.

5.

6.

7.

FRP Air Supply Fan

FRP Vessel Inlet Transition Piece
FRP Three Stage Scrubber System with Three Integral Sumps
Exhaust Stack
Chemical Recirculation Pumps (vertical seal-less pumps)

Chemical Metering Pumps
Instrumentation and Controls
I pH, ORP and Level Controls

I Pressure Differential Gauges

| Pressure Gauges

Control Panel with Motor Starters

1. Air Supply Fan:

Air Flow Rate, com

Duct Pressure Losses, in. WC
Scrubber Pressure Losses, in. WC
Total Static Pressure, in. WC
Brake HP
Motor HP

Material of Construction

6,000
2.0
8.0
10.0
14.3
20.0
FRP



2. FRP Vessel Inlet Transition Piece:

The far outlet WiH B6Tf¢v'ia3-I Tvitli a E0aii€¢i5i&. intEfEot1nEt;tiii§ .

transition between the fan outlet flanged connection and the system inlet will be

provided.

3. Scrubber and Chemical Sump:

The complete scrubber system is made of FRP and consists of three stages of odor
absorption. The overall foot print of the scrubber is as follows:

Length, ft
Width, ft
Height, ft
Sump Capacity (Stage 1), gal.
Sump Capacity (Stage 2), gal.
Sump Capacity (Stage 3), gal
Shipping Weight, lbs
Operating Weight, lbs

15.0
6.5
11.0
324
492
492
6,800
20,500

4. Exhaust Stack:

The scrubber system is fitted with a discharge stack and is supported from die top of
the scrubber. The stack has the following dimensions:

Diameter, ft.:

Height above the scrubber, ft:

5. Chemical Recirculation Pumps:

Each sump will have a vertical centrifugal seal-less recirculation pump.

Recirculation Rate, rpm

Brake HP

Motor HP

Construction

120
2.8

3.0
CPVC

6. Chemical Metering Pumps:

a.

I

State 1 - NaOH and/or HzSO4

Maximum Capacity, mph

Operating Mode (pH), Volts DC

Solution, % by wt.

5

0 cu 90
NaOH: 50, H2SO4: 93



b. Stasze 1 - NaOCl
Maximum Capacity, mph

_Qpcrating (ORP), Volts QC

Solution, % by wt.

5
9,90
12.5

c. State 2 - NaOH and/or I-11S04

Maximum Capacity, mph
Operating Mode (pH), Volts DC

Solution, % by wt.

5

0 -- 90

NaOH: 50, H2SO4z 93

d. Stage 2 - NaOCl
Maximum Capacity, mph
Operating Mode (ORP), Volts DC
Solution, % by wt.

5
0-90
12.5

Stasze 3 *_ NaOH
Maximum Capacity, mph
Operating Mode (pH), Volts DC
Solution, % by wt.

7. Electrical Control Panel, Instrumentation and Miscellaneous Accessories:

The scrubber system includes a complete pre-wired electrical control panel,
including control voltage transformer, motor starters, pH and ORP controllers, and
scrubber sump and chemical storage low level controls. Other equipment provided

with the system are recirculation pumps discharge pressure gauges, differential
pressure gauges for scrubber and mist eliminator, and make-up water flow meter
and float control valve.

The power supply shall be 480V, MPH, 60 Hertz :ates at - ~ Amp service and 120V,
MPH, 60 Hz rated at __ Amp service.

I

e.

As a minimum, the electrical control panel will have the following switches and

alarms:
l System - ON-OFF switch with status light

' Fan - H-O-A switch with status light
Recirculation Pumps (each) - H-O-A switch with status light

I Metering Pumps (each) - H-O-A switch with status light

I Low Sump Level (each) - alarm with status light

I Chemical Storage Tank Low Level (each) - adam with status light

I pH Probes and Controllers (Qty. 3)
» ORP Probes and Controllers (Qty. 2)

Motor starters for recirculation pumps and exhaust fan



USFilter RJ Environmental staff have designed, built, commissioned and serviced
over 300 wet scrubber odor control scrubber systems over the past seven years.
Our personnel experience and number of operating installations are unequalled in

the odor control industry.

3. Reliability in Design and Fabrication

The LO/PRO system incorporates many design innovations that improve
reliability and promote ease of maintenance. Some of these include:

• Vertical seal-less sump pumps minimize maintenance and eliminate the need
for costly and troublesome seal water piping

• Deck-mounted pH and ORP probes allow easy calibration and cleaning while
the scrubber is fully operational

Premium vinyl ester FRP construction with Nexus corrosion liner provide
excellent strength, durability and corrosion resistance

» As with every odor control system periodic cleaning is necessary. The
LO/PRO system is designed to provide easy access for cleaning through 13
access mar ways which open into every compartment within the scrubber
system.

The LO/PRO system is completely assembled and factory- tested prior to shipping.
An extensive Quality Control inspection is performed prior to shipping, including a
detailed FRP inspection in accordance with ASTM guidelines, hardness and wall
thickness measurements, electrical wiring inspection, hydrostatic and hydrodynamic
testing, and operational testing of components, instrumentation and system dams.
Baseline data for pump and fan amperage and system pressures are recorded and
again verified at system startup.

4. Small Footprint and Low Profile

Further cost savings are gained through better utilization of plant floor space.

The rectangular shape and compact design of the LO/PRO system requires a
fraction of the footprint required by conventional packed tower systems, with
substantially lower vertical profile. The patented baffle arrangement maximizes
the cross sectional area and length of the flow path while minimizing vessel size

and eliminating interconnecting ductwork.

Conventional packed tower systems use horizontal recirculation pumps located on
separate concrete pads and containment areas with extensive piping to and from
the scrubber, seal flush piping, isolation valves, chemical injection and probe
piping. The patented LO/PRO system uses vertical recirculation pumps and deck
mounted probes and injection piping which completely eliminates the need for a
separate area to house recirculation pumps and associated piping.
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The Odor Control System shall include the following accessories:
• Make-up water flow meter

I Blowdown control (manual)
Recirculation pump discharge pressure gauges

I Differential pressure gauges for scrubber and mist eliminator.

- Sump sight glass level indicator

8-10. Chemical Storage Tanks:

Sulfuric Acid (93%), gal
Sodium Hypochlorite (12.5%), gal
Sodium Hydroxide (50%), gal

280
1,000
280

D. MAJQR SYSTEM FEATURES/ANVAN'rAGES :

The following is a brief discussion of the tremendous benefits of die LO/PRO' system:

2. Patented Process

The Lo/pRo"°  Odor Control System by USFilter RJ Environmental Products is a
patented chemical process (U.S. Patent No. 5,876,662) which is designed to provide

low maintenance and minimize chemical cost by malting most effective use of the
reactive chemicals.

A second patent has also been granted for the physical configuration of the LO/PRO
system (U.S. Patent No. 6,174,498). The LO/PRO scrubber uses a unique
arrangement of baffles to provide a multi-stage packed tower scrubber which
maximizes the air throughput while minimizing the footprint and height of the
vessel. An extended sump enables the use of vertical recirculation pumps, and
enables vertical mounting of pH and ORP probes, chemical injection valves and
other instrumentation so that they can be easily cleaned and calibrated without
taking the scrubber off line.

2. Proven Track Record

The USFilter LO/PRO Odor Control System has been available since 1994. Since
that time approximately 150 systems have been sold with more than 100 of these
systems presently installed and operational. This amounts to years of operational
experience for our design and field service engineers. The LO/PRO is a fully
developed, mature product supported by an extensive l ist  of  successful
installations.

The LO/PRO system has been thoroughly tested in performance tests at every
installation, and in every case exceeded design efficiencies.



5. Flexibility

The LO/PRO system will be configured to provide maximum flexibility in
operating chemistry. Acid feed and pH control will be provided in stages 1 and 2.
Caustic feed and pH control will be provided in stages 1, 2 and 3. Bleach feed
and ORP control will be provided in Stages 1 and 2.

The proposed system is designed with three complete, independent, counter-
current stages with three sumps and three recirculation pumps (equivalent to three
conventional vertical packed bed scrubbers in series). Stages 2 and 3 are provided
with mist eliminators, which allows separate and even non-compatible chemical
reactions.

This flexibility guarantxs the highest removal efficiency while minimizing
chemicalcosts.

6. Installation and Operating Costs

The LO/PRO system is completely factory-assembled including piping and wiring
in order to minimize installation time and cost. Installation requirements are
reduced to anchoring scrubber to the ground, bringing electrical power to the control
panel, plumbing from chemical tanks to metering pumps, and installation of inlet
and exhaust ductwork.

7. Minimize Down Time

The LO/PRO system is designed to enable cleaning and calibration of pH and ORP
probes, and chemical injection piping while the system is operational - with no
down time. All other system components are easily accessible from the outside.
The pumps are outside and can be removed from service in a very short period of
time.

8. Provides Maximum Value

The LO/PRO system is unique in the Odor Control market and offers operational
and cost advantages that cannot be matched by conventional odor control

technologies. We believe that when all factors are considered, the LO/PRO system
offers the maximum value in terms of performance, reliability, service and cost.

E. UTILITY REQUIREMENTS

All utility requirements are presented in the tables at the end of this section.
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Attached please find Staff's field and otiice visit findings conducted on July 10, 2007.
Staff docketed this Report on October 18, 2007, under Docket No. SW-01428A-06-0444. StM
feels that this report should also be docketed in the above referenced docket.
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Docket Control Center

IN THE MATTER OF THE INQUIRY INTO THE OPERATIONAL PRACTICES
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Ernest G.
Director
Utilities Division

DATE: October 18, 2007
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1 LITCHFIELD PARK SERVICE COMPANY _ WASTEWATER DIVISION

FIELD AND OFFICE VISIT ON JULY 10, 2007 (DOCKET NO, SW-01428A;06_
0444)

Introduction

On July 10, 2007, Staff members Marlin Scott, Jr. and Lynn Combs, conducted an
unannounced site visit to Litchfield Park Service Company - Wastewater Division ("Company")
for data collection regarding recent wastewater spills and odor issues at the Company's Palm
Valley Water Reclamation Facility ("PVWRF").

Data Collection

On this day, Staff had discussions with Matthew Garlick, Algonquin Regional Operations
Manager, and Clint Arndt, Company's Operations Manager. According to these two managers,
the following is a chronologyof the wastewater spills and fire incident:

Spill Nos. 1 & 2

June 20, 2007 - On this evening, a water lead( behind Denny's restaurant was reported but
upon the site inspection, sewage was found seeping out of a manhole, This 500 gallon spill was
detained within the curb/gutters of the paved parking lot. The cause of this sewage overflow was
due to; 1) one of the three disc f ilters at the PVWRF being clogged and 2) failure of the
Supervisory Control and Data Acquisition ("SCADA") alan system to notify the plant operators
of high level flows into the PVWRF. The operators responded and inspected the filter operation,
reset the filters and restored plant operations.

June 21, 2007 - Around mid-day, the SCADA system notified the plant operator of high
level flows into the PVWRF. This SCADA alarm resulted in the finding of a 25,000 gallon spill
from manholes behind the Denny's (same facility as June 20), Wendy's and Cracker Barrel
restaurants and Palm Valley Hospital. Sewage was also spilled onto Litchfield Road from
manholes in the street, estimated at 5,000 gallons to 7,000 gallons. This clean~up spill was
assisted by the City of Goodyear ("City") that recovered an estimated 24,000 gallons of the spill.
The cause of the spill was due to grease and oil build-up in the disc filters at the PVWRF.

RE:

TO:
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span No. 3

June 23, 2007 .- On this day, the SCADA system again notified the plant operator of
abnormal flows into the PVWRF. This SCADA alarm resulted in die finding of a 500 gallon
spill firm a manhole again behind the same Dermy'srestaurant. This spill was again detained
with the curb/gutter of the paved parldng lot and the Company recovered all 500 gallons of the
spill. The cause of this spill was due to a malfunction in the ultra-violet ("UV") equipment
controls at the PVWRF.

Fire Incident

June 24, 2007 .- On this day, a fire started at one of the five blowers in the blower room at
the PVWRF and was put out by the fire sprinkler system. The fire was caused by the blower belt
heating up. The PVWRF was placed off-line for approximately one hour. No spills occurred as
a result of the plant shutdown.

Company's Responses/Actions

According to the Company, Spill No. 2 should not have happened. When the SCADA
system notified the plant operator, the operator did not respond to the call. Although the disc
filters were detected as being clogged, a visit to the PVWRF bY the operator to reset the disc
filter operation would have prevented this spill. For failure to respond to this call, the plant
operator who did not respond to this incident was terminated.

I

i

For Spill No. 3, the UV equipment malfunction may have been caused by sabotage. The
Company is currently investigating this incident. During this investigation, the Company also
found that the coding in the SCADA dialing system had the number "9" (dial-out number)
removed from the call-out number. As a result, the call-out was not reaching the plant operators'
call numbers. The SCADA alarm system is currently being analyzed.

Due to the above possible sabotage and another incident (a person who appeared to be
ready to climb the plant fence was seen and then fled), the Company has tiled two police reports.
The Company has also hired security personnel to patrol and check iDs before allowing visitors
to enter the PVWRF property.

With the firing of one plant operator, the Company has also hired three new plant
operators. Plant operators are now on-site at the PVWRF 24/7 .

Commission Staff Notification

8

As a result of the June 2007 spills, Staff and the Company have implemented a reporting
protocol for reporting accidents above and beyond what is required by Commission rules.
According to the protocol, any hiture accidents will be reported by email and telephone calls to
the Commission Consumer Service Section.
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As for the fire incident on June 24th, Staff was properly notified of the fire incident as
required by Commission rule. This Commission rule requires companies to report an incident if
a serious injury is involved or if damage to company equipment above $5,000 is sustained.

Equipment for Spills

According to the Company, the Company has no vacuum truck to clean up the spills. If
spills do occur, the Company barricades and chlorinates the spill site and contacts a sewer
cleaning specialist for clean-up, mainly using a vacuum truck. These specialists can respond to a
site in the Company's CC&N within 30 minutes.

In addition to the above, the City also has a vacuum truck that assists in emergency
responses, if needed.

Violation of Commission Rules and Orders

Staff reviewed ComMission rules and prior Commission decisions and did not find that
the incidences or LPSCO's subsequent action violated any Commission rule or decisions. In
addition, Staff is not aware of any violation ofADEQ or MCESD mies.

Plant Capacity

The current PVWRF plant capacity is 4.1 million gallons per day ("MGD"). For 2007,
the highest average monthly flow of 3.6 MGD occurred in July and the highest peak day flow of
4.8 MGD also occurred in July. In November 2006, a peak day flow of 4.55 MGD was
measured. Due tO this November peak flow, the Company contracted with McBride Engineering
that same month to evaluate the PVWRF plant capacity for alternatives to increase the capacity.
The alternatives included, 1) increasing the existing PVWRF plant capacity by 1.0 million
gallons, 2) constructing a new 2.0 MGD plant three miles west of PVWRF, and 3) possible
interconnection with the City of Goodyear. Another consultant, Water Works Engineering, was
hired in March 2007 to evaluate the permitting, land acquisition, and conceptual design of a new
plant site.

Based on the July 2007 flows, an average daily How of 226 gallons per day ("GPD") per
service lateral and peak day flow of 300 GPD per service lateral is calculated. Using these
calculated Hows, the 4.: MGD PVWRF could serve approximately 18,140 service laterals and
13,670 service laterals, respectively. As of July 2007, the Company had 16,080 service laterals.
Although it appears that the plant capacity has insufficient capacity for peak day flows, the
Company's Hydraulic Analysis section below indicates the 4.1 MGD plant capacity is capable of
handling a peak hourly flow of approximately 6.48 MGD. Based on this analysis, the operating
conditions for the 4.1 MGD PVWRF are sufficient at this time along with the Company's current
evaluation of additional plant capacity.
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Odor Controls
!
I

!
I
I

McBride Engineering was also contracted to evaluate the odor issues and recommended
that an Ionstein Ion Exchange System ("Ionstein") be installed which will reduce the load on the
existing scrubbers. This odor control system is expected to be installed on September 26, 2007
and will be operating as a pilot test firm October l to October 7. If the pilot test results are
positive, the below Project 5 - Additional chemical scrubbing capacity, would likely be
eliminated.

In a Company response letter, dated June 12, 2007, to Commissioner Mayes' letter, dated
May 29, 2007, the Company provided an anticipated project schedule to address the odor control
issues. In addition, Staff attended the Company's Community Liaison Committee ("CLC")
meeting on September 6, 2007, that provided the below updated project schedule by McBride
Engineering:

Projects

Anticipated
Schedule
(6-12-()77

Updated
Schedule
(9-6-07)

1.
2.
3.
4.

5.

6.
7.
8.

9.
10.

Granular activated carbon scrubber addition (Phase 1)
Influent odor control measures
Temporary centrifuge installation
Permanent centrifuge installation
Additional chemical scrubbing capacity (Phase 2)
Aeration blower capacity enhancement
Solids building temporary A/C units
Full~scale ion exchange system pilot
Solids building permanent A!C units
Removal of sludge digestion process

Implemented
Implemented
August 2007
December 2007
December 2007
Implemented
June2007
July 2007
August 2007
December 2007

Implemented
Implemented
Implemented
December 2007
December 2007
knplemented
October 2007
September 2007
(Included w/ #7)
December 2007

Although the Company's schedule indicates some of the projects have not met the
anticipated schedule dates, the Company is still on schedule in resolving the complete odor
control issues by December 2007.

As an additional note, during the Company's CLC meeting, the Camelot Homes
commercial customer who was in the audience, stated that he has not smelled any odors from the
PVWRF for about a month.

n
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Hydraulic Analysis

As a result of these recent spills, die Company retained Narasimhan Consulting Services
in early July 2007 to evaluate the hydraulics of the PVWRF and the collection system. This
study analyzed the operating conditions of the Company's flow capabilities and concluded that
the PVWRF hydraulic capacity is fully capable of handling a peak hourly flow of approximately
4,500 GPM or 6.48 MGD.

ADEQ and MCESD Compliance

On August 7, 2007, Staff emailed the Arizona Depa ent of Environmental Quality
("ADEQ") and Maricopa County Enviromnental Services Department ("MCESD") to inquire
about the compliance status of the Company. These agencies indicated that the Company is
currently in compliance with their regulations from the status reports received on August 8,
2007.

In addition to MCESD's response on August 8, 2007, MCESD provided additional
information as discussed below. According to MCESD, the Company has submitted a project
involving a series of upgrades to the PVWRF. This new project is being done in a number of
phases and breaks down as follows:

Phase 1:
Phase 2:
Phase 3:
Phase 4:
Phase 5:
Phase 6:
Phase 7:
Phase 8:
Phase 9:
Phase 10:

Odor Control Upgrades (Pilot Testing)
UV Disinfection System Upgrades
Temporary Centrifuge System Upgrades
Influent Screening Upgrades
Tertiary Treatment Pump Stations Upgrades
Solids Handling Upgrades
Conversion of Digesters to Sequencing Batch Reactors
Headworks Building Upgrades
Solids Handling Building Upgrades
Equalization Basin to Headwords Recycle Line

_

Construction of Phases 1, 2 and 3 were approved by the MCESD in July 2007 and the
work is currently in progress. Phase 10 is currently operating using a temporary line and the
construction of the permanent line is under construction. The other phases are scheduled to be
submitted in the next 2 - 3 months for review. Most of the work being perfonned 'm Phases 1 -
10 is to increase reliability and add redundancy to the plant. It should be noted that the plant's
treatment capacity is not being increased by these improvements.

I

I

I

Phase 1 is for pilot testing of a new ionization odor control system that would treat air in
the buildings at the plant. It will not replace the wet/dry odor scrubbers that treat air from the
process basins and at this point in time is considered to be an experimental system that is being
evaluated via pilot testing.

3

8
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Phase 2 is for a replacement Disinfection System since the old system is obsolete.
Phase 3 is for a temporary centrifuge system to assist/replace the existing centrifuge system for
approximately nine months until a new permanent centrifuge system caN be installed under
Phase 6.

i
I

I Phase 10 will allow recycling of the influent water to the filters back to the headwords.
This change is being implemented in response to the June 2007 wastewater spill which was
caused by grease and oil getting past the sequencing batch reactors ("SBRs") and clogging the
disc filters. The plant will now be able to recycle the wastewater from the SBRs back to the
headwords which will allow the SBRs to reprocess this off-spec wastewater and hopefully
prevent the filters from being clogged if this type .of event reoccurs. .

Phases 4 ; 9 have not yet been submitted to the MCESD so details are preliminary and
subject to change. Phase 7 is probably the most significant phase since two existing digesters at
the plant will be converted to SBRs. This change will effectively double the number of SBRs at
the plant from 2 to 4 which should help to increase operational reliability.

Complaint tilings with the City

Staff has contacted the City to determine if any customers have filed any complaints with
City. According to the City, there have been no complaints filed with the City.

Conclusion

Based on Staffs investigation, an enforcement action is not warranted at this time. Staff
determined that there has been no violation of any Commission order or rule committed by the
Company. Staff contacted other regulatory agencies to determine if there had been any other
regulatory violation. MCESD indicated that the Company was in compliance, as well as ADEQ.
Staffs investigation showed that in response to the spills, the Company took appropriate
remedial action and has developed a reasonable plan to prevent such reoccurrences. Further, the
investigation revealed that the Company has submitted plans to MCESD to upgrade the PVWRF.
The Company has previously submitted its plan to address its odor problem. The Company
appears to be active in addressing both its capacity and odor issues.

However, the fact remains that there were three spills in the span of three days, and as
such, warrants a closer review of the Company and its operational practices. Te that end, and
pursuant to the authority granted by ARS Section 40-361 (B), Staff recommends the opening of a
special docket. The purpose of this docket would be to continue to monitor and gather data
concerning the operational practices of the Company and to stay apprised of any operational
issues that could threaten public health and safety and/or violate Commission rules or relevant
statutes.

EGG:MSJ:lhm

Attachment: Company's July 19, 2007 Report to ADEQ
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LITCHFIELD PARK SERVICE COMPANY
DOCKET NOS. SW-01428A-09-0103 AND W-01427A-09-0104
RESPONSE TO RUCO'S FIFTH SET OF DATA REQUESTS

October 13, 2009

Response provided by: Greg Sorensen

Title : Director of Operations

Company Name : Liberty Water

Address: 12725 W Indian School Rd D-101
Avondale, AZ 85392

Company Response Number: MIR 5.4

Q. Please provide the actual Total Monthly Sewage Flow and Sewage Flow on Peak
Day for the months in 2009 where that data is available.

OBJECTION: The Commission uses a historical test year with pro forma adjustments
based on known and measurable changes. Therefore, LPSCO fails to see how its plans
for future capacity expansions, if any, are calculated to lead to the discovery of
admissible evidence in this proceeding.

RESPONSE: Notwithstanding its objection, please refer to the attached spreadsheet
which shows monthly average day flows and peak day flows since the end of the test year
(Oct 08 -- Sept 09) and % of 4.1MGD capacity.

2242734.1 5
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•-

2004 - Present

2002 to 2004

EMPLOYMENT HISTORY

EDUCATION

Arizona State University - Master of Business Administration (1991)
University of Kansas - Bachelor of Science in Civil Engineering (1985)

1990 to 1998

1998 to 2002

1985 to 1990

Citizens Water Resources, Arizona Operations
Vice President and General Manager
Responsible for leadership of the Arizona regulated and unregulated business activities of
Citizens Water Resources. Key responsibilities included developing and evaluation new
business opportunities, developing strategic plans, establishing effective government and
community relations, insuring compliance with all regulatory requirements, and
providing management and guidance to key operations and support personnel.

ARICOR Water Solutions
Principal
ARICOR Water Solutions offers a wide range of services to the private and public sectors.
Projects include water resources strategy development, water rights evaluation and
development of regulatory strategies. Services also include consultation on water and
wastewater utility formation, management and operations, and valuation, including due
diligence analysis and preparation of financial schedules and testimony in support of
CC&N, Rate Case and other filings before the Arizona Corporation Commission. ARICOR
Water Solutions provides water, wastewater and water resource master planning, water and
wastewater facilities design, and owner representation, including value engineering,
program management and construction oversight. Lastly, ARICOR Water Solutions
supports water solutions with contract operations and expert witness testimony and
litigation support.

President
Responsible for leadership of the Arizona business activities of Arizona-American Water
Company. Key responsibilities include developing and evaluation new business
opportunities, developing strategic plans, establishing effective government and
community relations, insuring compliance with all regulatory requirements, and
providing management and guidance to key operations and support personnel,

Citizens Water Resources, Arizona Operations
Engineering and Development Services Manager
Responsible for management of a diverse group of business growth related activities.
Responsibilities include: marketing of operation and maintenance services (unregulated
business growth), management of new development activity (regulated business growth),
management of engineering functions (infrastructure planning and construction),
management of water resources planning and compliance, management of growth-related
regulatory functions (CC&N's and Franchises), and management of capital budgeting
functions and capital accounting functions.

Citizens Water Resources, Arizona Operations
Civil Engineer
Responsible for the planning, coordination and supervision of capital expansion and
major maintenance and rehabilitation projects as assigned. Responsible for development
of capital program for Maricopa County Operations.

Arizona-American Water Company

Ray L. Jones P.E.
Principal

ARICOR Water Solutions, LC
25213 n. 49th Drive

Phoenix, Arizona 85083

.I



Filing
Year

Utility(ies) Filing Type(s) Docket(s)

1992 Sun City West Utilities Company
CC&N Extension (Expansion of Sun

City West)
U-2334-92-244

1993
Sun City Water Company
Sun City Sewer Company

CC&N Extension (Addition of Coyote
Lakes)

U-1656-93-060
U-2276-93-060

1993 Tubae Valley Water Co., Inc.
CC&N Extension (Various

Subdivisions on western border)
U-1595-93~241

1993 Sun City West Utilities Company
CC&N Extension (Expansion of Sun

City West)
U-2334-93-293

1995

Citizens Utilities Company
Sun City Water Company
Sun City Sewer Company
Sun City West Utilities Company
Tubae Valley Water Company

Ratemaking

E-1032-95-417
U-1656-95-417
U-2276-95-417
U-2334-95-417
U-1595-95-417

1996
City Water Company
Sun City Sewer Company

CC&N Extension (Acquisition of
Youngtown)

U-1656-96-282
U-2276-96-282

1996 Citizens Utilities Company
CC&N Extension and Deletion

(Realignment of Surprise Bdry.)
E-1032-96-518

1998
Sun City Water Company
Sun City West Utilities Company

CAP Water Plan and Accounting
Order (Sun Cities CAP plan)

W-01656A-98-0577
SW-02334A-98-0577

2000

Citizens Water Resources Company
of Arizona

Citizens Water Services Company
of Arizona

CC&N Extension and Accounting
Order (Ant fen Janka Property and
Phoenix Treatment Agreement)

SW-3455-00-1022
SW-3454-00-1022

1
as

Ray L. Jones P.E.
Page 2

PROFESSIONAL CERTIFICATION

Registered Professional Engineer - Civil Engineering -- Arizona
Professional Engineer - Civil Engineering .- California
Certified Operator - Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution Arizona

PROFESSIONAL AFFILIATIONS

Director - Water Utilities Association of Arizona (1998
Member - American Society of Professional Engineers
Member - American Water Works Association
Member - Arizona Water Pollution Control Association
Member - Water Environment Federation

- 2004)

CIVIC AND COMMUNITY INVOLVEMENT

Chairman WESTMARC (2008)
Director and Member of the Executive Committee- WESTMARC (1998 - Present)
Co-Chairman, WESTMARC Water Committee (2006 -- 2007)
Chairman-Elect WESTMARC (2007)
Member -- Corporate Contributions Committee, West Valley Fine Arts Council Diamond Ball (Chairman 2005)
Member - Technical Advisory Committee.- Governor's Water Management Commission (2001)
BoardMember,Manager & Past Chairman - North Valley Little League Softball

REGULATORY EXPERIENCE

Testimony has been provided before the Arizona Corporation Commission in the dockets listed below. Unless
otherwise indicated testimony was provided on behalf of the utility.



Filing
Year

Utility(ies) Filing Type(s) Docket(s)

2000
Citizens Communications Company
Citizens Water Services Company

of Arizona

CC&N Extension and Approval of
Hook-Up Fee (Verrado)

W-013213-00-1043
SW-0354A-00-1043

2002 Arizona-American Water Company Ratemaking

WS-01303A-02-0867
WS-01303A"02-0868
WS-01303A-02-0869
WS-01303A-02-0870
WS-01303A-02-0908

2004
Arizona-American Water Company
Rancho Cabrillo Water Company
Rancho Cabrillo Sewer Company

CC&N Transfer
WS-01303A-04-0089
W-01303A-04-0089
SW-03898A-04-0089

2004
•

Johnson Utilities Company, LLC
(Representing Pulte Home
Co oration)

CC&N Extension WS-02987A-04-0288

2005
Perkins Mountain Utility Company
Perkins Mountain Water Company

New CC&N & Initial Rates
WS-20379A-05-0489
W-20380A-05-0490

2005 West End Water Company CC&N Extension W-01 l57A-05-706

2005 Arizona-American Water Company
Approvals Associated with
Construction of Surface Water
Treatment Facility

W-01303A-05-0718

2006 Arizona-American Water Company Ratemaking WS-01303A-06-0403

2008 Sunrise Water Company Ratemaking W-02069A-08-0406

2009 Boca Float Water Company Ratemaking WS-01678A--9-0376

2009 Aubrey Water Company
Lost Water Evaluation (Rate Case
Compliance)

W-03476A-06-0425

2009 White Horse Ranch Owner's Assn. Ratemaking W-04161A-09-047 l

*' wr

Ray L. Jones P.E.
Page 3
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Date Invoice #

1 l/S/2008 0711-20

bn1 .ursco Palm VadleywR1= Improvemms

P.O.no, 07.1 l (AM°nqvill 'l'*O#l3)

conuw Type. T&MNTH

Service Date » Item oescdpnion HRS/AMT Rate Amount

10/4/2008

I0/3]/2008

Eng. Services A
Eng. Services B
Eng. Services A
Adminisuztion
CADD Services_
Subconsulzanl
Subconsultmt
Local Travel
Delivery

Piincipd - Bliln McBride
PM - Matt Andrus
Enjlwering - Tim LeGair
Puojecx Adminisundve saviccs
CADD Duong Scrviecs
WMB - Programming Subconsuhanz
Jensen - Electrical Subconsnllam
Travel incured for project
Dcliva-y or Postage Expense

hn'~»p.~-8_'

30
24
sol
4

0
1
1.

~490
.I

'*~.
my. ..-

.3 5 9 6

» I150.
x40.00
100.00
4s.00
88.00

2,145.92
4,875.00

0.585
99.68

whop..

M444

4,500.00
3,360.00
8,000.00

192.00
0.00

2, 145.92
4,875.00

286.65
99.68

00079

I

Total Invoice Period 323,459.25

3955,009
Total Budget

$950,459
Total Project to Date

Balance Due This Invoice
$23,4s9.z§

.. - . . . » . . . . .  ,  ,

Ce
llifdliliil

lnvDi¢e

EXHIBIT

Mensa Mngiii¢¢mi»»g Solutions
6100 W. Gila Spring; Pl Ste 7

P h o n e # 4s0-759-a60s
F a x # 4a0.706-I106
bmdlu'ide¢uuzbrideeulgineeri1lgma

»

Re:cEIVED .
Bill To

3*, ,_

3 3 J' *n ;`¢*?.' ._J\-4 `
Jo

Pmietl Name
Algonquin Water Services
Tom Nichols
12725 w. Indian School R048
Suite D 101
Mondale, AZ 85323

•
¢ ¢

U

'. 4 . u/v; foa
4

¢ 4

I
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Litchfield Park Sewer Company
Water Reclamation Facilities Strategic Planning
Evaluation Report AA

Litchfield Park Sewer Company
Water Reclamation Facilities Strategic Planning

Evaluation Report
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1.0 INTRODUCTION

Algonquin Water retained McBride Engineering Solutions, Inc. (MES) to conduct a study to review the

existing and planned water reclamation facilities (WRFs) in their Litchfield Park Service Company

(LPSCO) service area and to develop a list of strategic options that Algonquin might consider to achieve

their treatment, operations, and redundant capacity goals for these facilities. This report is intended to

describe the investigations of the current conditions and summarize the findings and recommendations

of the study.

Algonquin currently owns and operates the Palm Valley Water Reclamation Facility (WRF) in its

Litchfield Park service area. This facility, which utilizes a sequential batch reactor (SBR) treatment

technology, is rated for a treatment capacity of 4.1 mud with a planned ultimate capacity of 8.2 mud. In

addition, to meet the future needs of the growing community within the service area, there are plans to

construct a second facility to be called the Sarival Water Reclamation Facility. Like the Palm Valley

WRF, the Sarival WRF is planned to have an initial capacity of 4.1 rngd with an ultimate capacity of 8.2

mud. At present there is a lift station at Sarival Road that pumps the wastewater from that service area

to the Palm Valley WRF.

According to Algonquin's own managers, engineers, and operators, the existing Palm Valley WRF has

numerous operational shortcomings that need to be addressed. These include hydraulic issues,

redundant capacity shortfalls, odor control problems, process control difficulties, equipment reliability

concerns, trouble-shooting limitations, excessive maintenance requirements, and a lack of operational

flexibility, among others. In addition, it is expected that the current rated capacity of the plant will be

exceeded within one year.

It is apparent that the challenges facing Algonquin in regard to the LPSCO facilities are diverse and

numerous. Some will require short-term attention while others will require longer term planning

consideration. However, to achieve the treatment, operations, and redundant capacity goals for these

facilities an overall strategy will be required that prioritizes action items, accounts for future needs, and

considers a range of problem-solving options, including less conventional ones. This study was
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conducted to assist Algonquin in developing a sound strategy by investigating the current condition and

proposing a range of options that would focus on solutions.

2.0 BACKGROUND

The facilities currently operated by LPSCO include the Palm Valley WRF and the Sarival Lift Station.

The Palm Valley WRF was planned to be built in two phases with a capacity of 4.1 mud each. The

Sarival Lift Station has a capacity of approximately 1 and conveys sewage to the Palm Valley WRF.

Like the Palm Valley WRF, the future Sarival WRF is planned to be built in two phases of 4.1 mud

each.

The following subsections describe the capabilities and equipment of the existing Palm Valley WRF and

the Sarival Lift Station.

2.1 Palm Valley WRF

The Palm Valley Water Reclamation Facility (WRF) is wastewater treatment plant that utilizes a

sequential batch reactor (SBR) technology. It is designed to produce ARS Title 18 "Class A-plus"

quality effluent for various reuse applications. The rated treatment capacity for the plant is 4.1 million

gallons per day (mud) on an average-day-peak-month basis and 11.1 mud on a peak-flow basis. The

present treatment train consists of the following liquid-stream processes and equipment:

o

4

Influent Meter Station - located near Manhole No. 2 upstream of the plant

Influent Pump Station - consisting of three 5.55-mgd submersible pumps in a 39-foot deep

wetwell that is common-walled with the Anoxic Reactor

O

Q

Mechanical Screening - utilizing two auger screens with 6-millimeter perforated openings

Grit Removal - through one 12-foot diameter vortex-type steel settling tank with grit washer

Q Anoxic Reactor - a 589,000-

transfer pumps and one 7.9-

295,000 gallons of equalization capacity

gallon tank with air-liquid jet mixing, three 7.9-mgd submersible

mud submersible jet-motive pump, designed with approximately

o Sequential Batch Reactors - consisting of two 1.6-MG reactor tanks with air-liquid jet mixing,

fixed-level decanters, a common flow-return trough, and four submersible jet-motive pumps each

4 Process Air System - utilizing eight 100-horsepower constant-speed rotary blowers, two for the

secondary treatment system with a capacity of 1,500 com each at ll psig, and three for the sludge

digestion tanks with a capacity of 2,000 com each at 8.5 psig
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9 Post-Equalization - through a serpentine-baffled surge tank with approximately 245,000 gallons of

equalization capacity and two VFD-equipped vertical turbine filter feed pumps with a capacity of

8.2-mgd each

4

9

4

Tertiary Filters ._ utilizing three trains of cloth-media disk filters

Post-Filtration Storage - Clear  well tank with approximately 175,000 gallons of equalization

capacity and three VFD-equipped vertical turbine effluent discharge (UV feed) pumps with a

capacity of 4.1-mgd each

Tablet Chlorination System ._ (presumably) for pre-treatment of the UV system influent

4 Ultra-Violet (UV) Disinfection
capacity of 1.44 mud each

consisting of seven in-line medium pressure reactors with a

9 Effluent Metering - utilizing a non-invasive external electronic flow meter on the 24-inch effluent

line

The solids handling system for the facility includes the following:

Q WAS Metering .- a Doppler-style external meter on the 8-inch thickener feed line

Q Sludge Thickening - utilizing two rotary-drum thickeners with a capacity of 325 rpm each at 0.25

percent solids

4 Sludge Dewatering -. consisting of one decanting centrifuge with a capacity of 90 rpm at 3 percent

solids, a screw pump, and two 20-cubic-yard roll-off containers

The odor control system for the facility includes the following:

4 One 10,000 com multi-stage chemical scrubber for the Headworks Building and Anoxic Basin

4 One 6,000-cfm multi-stage chemical scrubber  for  the Solids Dewater ing Building and ATAD

Basins

4 One 16,000-cfm granular activated carbon (GAC) packed-bed filter (now under construction),

designed in series with the scrubbers to polish the exhaust from both

2.2

The Sarival Lift Station is a wastewater pumping facility that was designed to convey sewage to the

Palm Valley WRF. MES had been unable to determine the capacity or hydraulic characteristics of the

pumps that were installed.

Sarival Lift Station
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2.3 )

The Sarival WRF will be the second wastewater facility treating flows from the LPSCO service area.

Like the Palm Valley WRF, the Sarival WRF is expected to be an SBR facility and is planned to have an

initial capacity of 4.1 mud with an ultimate capacity of 8.2 mud.

Sarival WRF (Planned

3.0 CHALLENGE AREAS AT PALM VALLEY WRF

To identify challenge areas for the Palm Valley WRF, MES reviewed the design documents, process and

capacity studies, and operations information for the plant, conducted interviews with the Algonquin

engineers, managers, and operations staff, talked to previous engineers and employees familiar with the

history of the facilities, and consulted with manufacturers and process equipment experts. While none

of the challenges presented below appear to be preventing the successful operation of the facility, they

do show target areas where improvements could be made to enhance the overall operation, reliability,

and cost effectiveness of the plant. The following subsections provide a summary of the challenge areas

identified for the facility.

3.1 Headworks and Influent Systems

According to the Algonquin staff and a review of the design, there are a number of challenges with the

Headworks and Influent systems for the facility. The following paragraphs describe some of these

challenges.

3.1.1

Regarding the influent system, there is no flow equalization upstream of the influent pump station.

Therefore when the SBR system is not ready to take a new batch, equalization must occur in the

collection system, potentially resulting in sewer surcharging during peak flows. In addition, this

condition restricts the flexibility of the operations staff to extend batch cycles if the process is not

performing optimally.

Lack of Influent Flow Equalization

3.1.2 Influent Metering and Sampling Locations

Another challenge with the influent system is that the current location of the influent meter is upstream

of the influent pump station wetwell, while the influent sampling point (for BOD, TSS, etc.) is

downstream of the influent pump station, and the return flows from the filter backwash, filter sludge,

and dewatering central are in between. This means that the measured influent flows do not contain the

return flows yet the loading concentrations (from the sampling; include the contribution of the return

streams. This configuration makes it very difficult to measure or calculate the actual influent loading or

the loading to the biological system. According to Algonquin staff they are currently planning to install
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a new flow meter downstream of the influent pump station, and this solution should alleviate the

situation considerably.

3.1.3 Blinding and Solids Bypassing of the Influent Screening Process

The first treatment process after the influent pump station is influent screening. According to Algonquin

staff the 6-millimeter auger screens have been problematic for a number of reasons. First, the brushes

on the auger that are designed to clean the screens have had wear issues and are very difficult and time

consuming to replace, second, the augers tend to bind when large solids get into the screen, and third

whenever the brushes are worn or the augers bind, the screens tend to blind or clog. When the screens

blind or clog (either partially or fully) the wastewater is able to flow over the rubber shroud and

significant flows of unscreened wastewater can bypass the process. Because there is no grinder or

comminuted upstream of the screens, the solids that get into the secondary process can be quite large.

Apparently since these screens have been in operation there has been a significant amount of bypassing

of unscreened wastewater, resulting in large solids and debris entering the SBR process with no way to

remove it. This is especially problematic because large solids can easily clog the jet-mixing nozzles,

and there is at least some evidence of clogging in all of the process basins. It also appears that the solid

material iii the process basins may be a contributing factor to the impeller wear issues for the

submersible motive pumps.

3.1.4 Fats Oils and Grease (FOGs)

There is currently no process or means for reducing or removing fats, oils and grease (FOGs) in the

headwords or anywhere else in the facility treatment train. This is a problem because FOGs can cause

foaming, increase odor problems, reduce the efficiency of (or even blind) the tertiary filters, and create

performance problems in the UV disinfection system. Based on operator input each one of these

problems has been experienced at the plant.

3.1.5 Moisture and Corrosives Passing through Open Grating in Headworks Room

The Headwords Building was constructed with open grating over a l07x4-foot opening in the floor of

the room right above the process basins. Due to the process air flow and the configuration of the odor

control system, the air from the process tanks is drawn directly into the headwords room. The moisture

and corrosive constituents in the air have had an obviously detrimental affect on the equipment in the

headwords room, not to mention creating an uncomfortable woridng environment for the operators.

This condition is made worse by the fact that the electrical equipment in the room is apparently not

NFPA Class l .- Division 1 and as a result the equipment has experienced notable deterioration, and

according to the operators multiple failures have occurred. The Algonquin staff has taken measures to
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improve the condition, including using checker plating and foam sealant to try to block the opening. In

addition, plans have been made to relocate adj the critical electrical equipment outside of the headwords

room. However, it does not appear that these measures will completely alleviate the problem.

3.2

The secondary treatment system includes the Anoxic Reactor, the SBR Basins, and the Process Air

Blowers. The challenges identified with these systems are as follows:

Secondary Treatment System

3.2.1 Sludge Wasting from Anoxic Reactor

The plant was designed and constructed to waste sludge (WAS) from the bottom of the Anoxic Reactor.

However, because the Anoxic Reactor received the initial influent flows, the operations staff found that

the WAS stream contained a significant amount of raw wastewater with a very high volatile component.

This resulted in high odors, inefficient thickening, and stress on the aerobic digestion process. To

counter this problem, the wasting system was reconfigured by Algonquin to draw from the SBR basins,

and it appears that this solution has improved the process.

3.2.2 Clogging of Jet-Mixer Nozzles with No Back-Flush Capability

As a result of flow bypassing the influent screens, it appears that a significant amount of large solids and

debris has been introduced into the process basins. Once in the process basins, the large solids can be

drawn through the motive pumps and conveyed into the jet-aeration headers. The nozzle openings for

the jet-aeration headers are small enough to be clogged by large solids in the mixed liquor, reducing

mixing/aeration capacity and straining the motive pumps. Based on field observation by the operations

staff and MES, it appears that significant clogging has occurred, especially in the Anoxic Reactor.

In many jet-aeration-type biological systems there is some way to back-flush the nozzles to remove

clogged material. This is usually done through either an air-lift pipe that uses the process air to reverse

the How through the nozzles, or a dedicated pump that is used to draw flow (and often WAS) back

through the header. In the Palm Valley system, however, the pump and piping configuration provides

no means for back-flushing..

3.2.3 Constant Speed Blowers and DO Control

There are eight constant speed process blowers in the plant with no variable adjustment or inlet control

valves. Five blowers, located in the blower room adjacent to the headwords, are dedicated for the

secondary treatment process air, the remaining three blowers, located in the solids dewatering room, are

for the digesters. According to the operations staff, the only way to control the total amount of air flow

is to tum the blowers on and off (manually or on timers), and the only way to control the individual air
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flow to any of the process basins is through modulating or manual valves on the headers to each tank.

Any adjustments made to control dissolved oxygen (DO) levels must be done manually.

The manual controls and lack of flexibility is a challenge for the plant because it restricts the ability to

optimize the biological performance through control of the oxygen levels. In addition, inefficient on-off

cycles of the air flow can create more odors than would otherwise be produced, and almost certainly

results in significantly higher power costs.

3.2.4 Fixed Decanters Passing Solids and Floatable Material

The SBR tanks are equipped with fixed decanters that draw the supernatant out of the tank until the

water level falls below the decanter openings. According to Algonquin personnel and MES field

observations, the operation of the fixed decanters in this manner results in direct passing of all floatable

materials on to the tertiary filters. In addition, by allowing the decanters to draw air at the end of the

decant cycle, air' space is created inside the decant pipe that can be filled by the mixed liquor on the fill

cycle and then drawn to the filters in the first part of the next decant cycle.

Another challenge that has been identified by the Algonquin staff is the passing of mixed liquor through

the decanter valves due to a failure to completely close. Moreover, if mixed liquor is leaked through the

decanters, the problem is exacerbated by the fact that there is no way to return a bad batch to the head of

the plant once it reaches the surge tank.

3.3

The tertiary filtration system consists of the surge tank, the filter feed pumps, and the cloth-media disk

filters, including the filter sludge and backwash return. The following items have been identified as

challenge areas for this system:

Tertiary Filtration System

3.3.1 Surge Tank Sizing

According to the design documents, the equalization capacity of the surge tank is approximately 250,000

gallons, whereas the volume of one decant batch is approximately 425,000 gallons. While this sizing of

the tank is adequate to prevent hydraulic overloading of the filters, it is not large enough to provide

flexibility for significant cycle changes in the SBR process, for isolation of a bad batch, for downtime if

the filters blind, or for maintenance of the tank itself. Any of these events, if needed, require process

shutdowns that can back up the wastewater flow all the way into the collection system.

Surge Tank Serpentine and Sediment Removal Difficulties

The surge tank is baffled in such a way that the flow travels through a serpentine configuration from the

influent point to the filter feed pumps. Because there is no chlorine or filter aid addition in the tank, the

3.3.2
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serpentine configuration appears to be unnecessary. It also makes the removal of sediments or

floatable/FOGs difficult because access to the tank is only provided at one end and there is no sloping

of the floor to move sediments to the accessible area.

3.3.3

The way the plant is currently configured, any secondary effluent that flows into the surge tank must be

processed through the filters. There is no means to return the secondary effluent from the surge tank

back to the headwords or the process tanks. This configuration can be a challenge because if mixed

liquor, a large load of FOGs, or other solids come through the decanters, there is no way to divert the

flow back to the plant to avoid overloading or stressing the filters .

Lack of Secondary Effluent Return Line from Surge Tank

3.3.4

According to the Algonquin staff, there have been occasions where heavy FOG loads from the SBRs

have blinded the cloth media of the disk filters, requiring extensive manual cleaning to restore filtration

effectiveness. Even during the field visit for this report significant FOG's were observed floating in the

filtration and surge tanks and built up along the backwash arms of the filters.

FOG Blinding of the Cloth Media Filters

3.3.5

Another challenge with the filtration system that has been noted by the plant operations staff is the

numerous failures of the filter sludge pump and the frequent clogging of the sludge valves and lines. It

was suggested that larger lines and valves and a stoclder pump for the sludge system would improve the

maintenance issues .

Filter Sludge Pump Failures and Valve Clogging

3.4 Effluent Pumping and Disinfection System

The effluent pumping and disinfection system consists of an effluent clear well tank, effluent discharge

pumps, a tablet chlorination system, the ultra-violet (UV) disinfection system, and the effluent meter.

The following items have been identified as challenge areas for this combined system:

3.4.1

According to the design documents, the differential storage capacity of the clear well tank is

approximately 175,000 gallons. Like the post-equalization surge tank, the sizing of the tank is adequate

to prevent hydraulic overloading downstream (in this case the UV reactors), but it is not large enough to

provide flexibility for significant cycle changes in the SBR process, for isolation of a bad batch, for

downtime if the UV system fails, or for maintenance of the tank itself. Any of these events, if needed,

require process shutdowns that can back up the wastewater flow all the way into the collection system.

Clear Well Tank Sizing
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3.4.2 In-Line UV System Effectiveness and Maintenance Issues

Based on feedback from the operations staff, the inline ultra-v iolet reactors have had multiple

performance and maintenance problems, and obtaining parts from the overseas manufacturer has been

cumbersome. They indicate that there also have been fouling problems and extended periods where the

disinfection effectiveness has not achieved the design levels. To help improve the fouling problems the

Algonquin staff installed a system to periodically soadc the reactors in citric acid.

3.5

The sludge digestion and dewatering system consists of the WAS wasting line, the rotary sludge

thickeners, the ATAD and aerobic digesters, and the sludge dewatering and storage system. The

following items have been identified as challenge areas for this combined system:

Sludge Digestion and Dewatering System

3.5.1 Sludge Wasting from Anoxic Tank

Based on a review of the design, the WAS system was configured to bleed WAS How off of the jet-

mixing line in the anoxic tank, fed by a single motive pump located within the basin. According to the

operations staff this has created a problem due to the heavy percentage of raw wastewater that is

introduced into that basin. The high volatile content and low mixed liquor TSS has apparently presented

operational challenges to the digestion and dewatering processes downstream. To remedy this problem,

the Algonquin staff made changes to enable the WAS How to be drawn from the SBR tanks, and this

appears to have improved the situation.

3.5.2

The plant was designed to utilize a two-stage sludge digestion process, with the first stage being an

Autothermal Thermophilic Aerobic Digestion (ATAD) process and the second stage being traditional

aerobic digestion. According to the operations staff, the ATAD system has been problematic, with

significant foaming problems and high odor generation. In addition, the.process is sensitive to DO

levels, which are difficult to maintain given the low flexibility of the constant speed blower system.

Even manufacturers of ATAD systems acknowledge the drawbacks, as indicated in the following

statement from the website of Thermal Process Systems, an ATAD equipment manufacturer:

(Former) ATAD Process Odors and Foaming

"Various anaerobic and aerobic digestion processes are in use today. But each has its limitations. For example,

natural aerobic digestion processes release heat, as well as water and carbon dioxide - all desired results. However,

at typical mesophilic operating temperatures, roughly 20-45°C (68-113°F), the process is inefficient, resulting in

instability with minimal pathogen kill and little solids reduction.

Results improved significantly with the introduction of Autothermal Thermophilic Aerobic Digestion (ATAD)

several years ago. ATAD takes advantage of highly efficient thermophilic organisms naturally present in

wastewater, optimizing the environment for them to proliferate and dominate. This increases the temperature of the
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sludge as the thermophiles feed on other microorganisms. At these higher temperatures the cell walls of the

activated sludge rupture, releasing the now-dead mesophilic contents and providing a feast for the thermophiles. The

metabolism of the therrnophiles is extremely high, yet the net yield is low, resulting in a significant reduction of

volatile solids to produce a pathogen-free end product. On the downside, due to their inherent inflexibility,

traditional ATAD processes often produce excess foam and unacceptable odors."

The ATAD system that was designed and constructed at the Palm Valley WRF was apparently included

at the request of the original owner and is not typically a process installed by the design-builder of the

plant. Therefore, it appears that many of the controls and optimization features for an ATAD system are

not available to the operations staff, exacerbating the inherent difficulties in running such a process. To

rectify the problems, the Algonquin staff decided to convert the ATAD basins to traditional aerobic

digestion and equalization for the second stage digesters. While this has improved the situation, the

operations staff indicates that these converted basins are still very difficult to control and often slip back

into periods of varying pH, heavy foaming, and excessive odors.

3.5.3

The sludge from the second stage aerobic digesters is dewatered using a centrifuge system. According

to the operations staff the equipment produces an adequate biosolids cake when functioning properly.

However, the equipment has been extremely unreliable, costing many man-hours for maintenance and

significant funds for replacement parts which are not readily obtained.

High Centrifuge Maintenance Costs

3.5.4

The return flows from the disk filters, the centrifuge, the sludge thickeners, and the seal water/floor

drains in the sludge dewatering room are all routed through an 8-inch plant sewer line back to the anoxic

basin. Based on the experience of the operations staff, this line is significantly undersized and will back

up during heavy backwash or dewatering periods. In addition, there is no How meter or sampling point

in the line to determine the overall loading of the plant from the return flows.

Insufficient Plant Sewer Sizing for Return Flows

3.6

The odor control system originally consisted of two three-stage wet chemical scrubbers, one 10,000-cfm

unit for the Headworks Building and Process Basins, and one 6,000-cfm unit for the Solids Dewatering

Building and Digester Basins. Due to performance issues resulting in public complaints, in early 2007 a

l 6,000-scfm carbon media scrubber was added to polish the exhaust streams of the two original

scrubbers. The following items have been identified as remaining challenge areas for this odor control

system:

Odor Control System
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3.6.1

Based on the air space volumes in the odor-controlled buildings and tanks, it appears that the system was

designed to provide approximately 10 to 12 air changes per hour for each of the odor-controlled

equipment rooms. The design appears to be based on drawing air in series from the process and digester

basins through the odor-controlled rooms, but since input air can be drawn from various areas (e.g., the

process air blowers, the evaporative cooling units, and incidental openings in each building), the entire

volume of all air space is actually drawn through the system in parallel, significantly reducing the air

changes per hour. Therefore the effective air change rate for the system as a whole appears to be less

than one air change per hour( In addition, there are no apparent automatic or manual dampers on either

the odor control duct lines or the buildings, which would mean there is no way of balancing the air in

and out of the system.

Inadequate Sizing of the Odor Control Units

3.6.2

Because the odor control system draws air from the process basins through the odor-controlled rooms,

the equipment and fixtures in the rooms are exposed to moisture-laden air with highly corrosive

constituents. The effects of this can be readily observed in the Headwords room, where a layer of

corrosion coats most of the susceptible equipment and condensed moisture is visible on the windows

and most hard surfaces. In addition, drawing the air from the process basins through the rooms creates

a poor environment for operators working within the rooms.

Corrosion from Drawing Process Air from the Basins through the Buildings

3.6.3

In the solids dewatering room the most noticeable generator of strong odors is the rotary thickening

system. Although the two Rotary Thickener units are enclosed and appear to have a flange for attaching

an odor-control duct, the ducts in the room are hot connected to them. Instead the odors linger in the

room until they make their way to the duct openings or an opening in the building. As a result, the room

itself is quite odorous, creating an uncomfortable work environment and (because of the inefficiently

balanced air flow) allowing odors to escape whenever a Rollup or access door is opened.

Rotary Thickeners Not Individually Odor-Controlled

4.0 POTENTIAL IMPROVEMENTS AT PALM VALLEY WRF

Based on the investigations conducted for this study, input from Algonquin staff, and the analysis

detailed above, there are a number of potential improvements at the Palm Valley WRF that MES would

recommend for further study and consideration. These potential improvements listed in this section are

intended to be considered for the short-term to potentially alleviate immediate challenges. Potential

improvements for the longer term and future expansions are provided in the next section.

P:\AWRA\Ra1c Cascs\LPSCO\2008 QS Test Ycar\3-5~RUCO or Othclj 6th Set of data request and rcsponsc\RUCO 6.2 LPSCO WRlFs Slralcgic Evaluation v2-0.doc 11



DRAFT

4

ALGONQUIN
WATER

Litchfield Park Sewer Company
Water Reclamation Facilities Strategic Planning
Evaluation Report

While many challenge areas were identified in Section 3, there are four main improvement areas that if

addressed could have an immediate positive impact on plant operations:

Removing Large Solids from the Treatment Train

Unclogging the Jet-Aeration Nozzles

Minimizing Fats, Oils and Grease (FOGs)

Reconfiguring and Augmenting the Odor Control System

These four items are discussed in detail below, along with suggestions for measures that could be taken

in the short term to accomplish the improvements. After the analysis of these four areas, this section

also provides a list of potential considerations for improvement of the other identified challenge areas

for the Palm Valley facility.

4.1 Removing Large Solids from the Treatment Train

Many of .the challenge areas listed in Section 3 are a direct result of, or are related to, the presence of

large solids and debris in the treatment train. These include:

Clogging of the jet-aeration nozzles in all process tanks

Impeller wear in the submersible motive pumps

Seating problems with the SBR decant valves

Clogging of the filter sludge lines and valves

Maintenance issues with the filter sludge pumps

Because of these challenges (and perhaps others not identified) that have to do with large solids and

debris in the system, it is clear that influent screening is a critical process in the treatment train for this

facility. Therefore we believe that Algonquin should implement measures to eliminate the potential for

raw wastewater to bypass the influent screens and consider alternatives for re-screening the mixed liquor

already in the system.

4.1.1 Suggestions for Further Review

Some potential mitigation measures that might be considered for further investigation include:

Mixed Liquor Re-Screening .- One means of removing large solids and debris that have already

bypassed into the mixed liquor would be to install a temporary screening unit to take flow from

the SBR-feed header and re-screen it for several weeks. We do not recommend re-screening the

mixed liquor by routing it through the existing auger screens because it would potentially

increase the maintenance, blinding, and bypass problems already observed with these screens.
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Screen Augmentation/Replacement .- The current auger screens, while they may be adequate for

another application, are not a good fit for a plant that has no upstream coarse screens or grinder

and cannot bear occasional bypasses. Because adding upstream coarse screens or a grinder

would be extremely difficult given the existing space and piping configuratioN, we recommend

that Algonquin consider replacing these screens with 6-millimeter reciprocating stair screens,

which are highly reliable, have low maintenance requirements, and require no upstream coarse

screen.

We believe that the new screens could be cost-effectively integrated into the facility by re-using

the existing screens as by-pass (or peak~fiow) units. If new screens were installed to eliminate

any unscreened wastewater bypassing, the mixed liquor could then be re-screened without the

temporary unit. Alternately, a self-contained reciprocating stair screen could be utilized as the

temporary re-screening unit and then installed as a permanent primary-screen replacement after

the re-screening is complete.

4.2 Unclogging the Jet-Aeration Nozzles

As stated in Section 3, the nozzle openings for the jet-aeration headers are small enough to be clogged

by large solids in the mixed liquor, and it appears that significant clogging has occurred in many of the

jet-aeration headers, especially in the Anoxic Reactor. In many jet-aeration-type biological systems

there is some way to back-flush the nozzles to remove clogged material, either an air-lift pipe that uses

the process air to reverse the flow through the nozzles, or a dedicated pump that is used to draw flow

back through the header. In the Palm Valley WRF jet-rnix headers, however, the current piping

configuration provides no means of back-flushing.

In the longer term, when the plant is expanded and the existing basins can be taken out of service, it is

recommended that a back-flushing header be added to each basin and piped to a dedicated back-flushing

pump. In the meantime however, an alternate means should be sought to back-flush or otherwise

unclog the nozzles.

4.2.1

Some potential mitigation measures that might be considered for further investigation include:

Suggestions for Further Review

• Reverse-Flow Submersible Pump ._ based on discussions with Fly gt, it appears that the

manufacturer has in the past provided pumps configured to reverse the flow through the

submersible. Assuming this is the case, one such pump configured for reverse flow could be

used to flush the headers one by one on a periodic basis until a permanent back-flushing system

can be installed. Although the manufacturer wared that such a pump will have a low efficiency,

the benefits would far outweigh this drawback because there is no odder way to easily back-flush
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the nozzles. We recommend that Algonquin work with Fly gt and an engineer to determine the

feasibility of this approach.

One-Time Cleaning .- the nozzles could also be cleared by utilizing a diver with a cleaning rod

and a high-pressure hose. However, because the high costs involved would make such cleanings

impractical on a regular basis some means of preventing re-clogging would be needed, such as

installing high-grade chopper pumps in place of the existing motive pumps. If the reverse-flow

pump approach Tums out to be infeasible, we recommend that a one-time cleaning and chopper

pumps be considered until all the mixed liquor can be properly re-screened.

4.3 Minimizing Fats, Oils and Grease (FOGs)

Like the challenges posed by large solids, the challenges created by FOGs have an impact on many areas

of the plant. The FOGs can cause foaming, increase odor problems, reduce the efficiency of (or even

blind) the tertiary filters, and create performance problems in the UV disinfection system. Currently

there is no process or means for reducing or removing FOGs anywhere in the facility treatment train.

In the longer term, when the plant is expanded and the existing basins can be taken out of service, it is

recommended that a scum collection system be installed in the Anoxic and SBR basins. In the

meantime however, alternate means should be sought to minimize and remove FOGs from the process.

4.3.1

Some potential mitigation measures that might be considered for further investigation include:

Suggestions for Further Review

• FOG-Reducing Additives - There are a number of chemical and biological additives on the

market that are designed to reduce FOGs in the biological process. Products such as BioCope

ERI and Advanced Bio C atalytics Accell are additives that have been found to significantly

reduce FOG accumulation by enhancing the ability of the biological system to break down FOG

compounds. (BioCope is currently being used by Algonquin at its Boulder Drive facility.)

Because the cost of temporary trials is relatively low and the benefit potentially high, it is

recommended that FOG-reducing additive testing be initiated as soon as possible.

SBR Minimum-Level Adjustment __ According to the operations staff the SBRs are decanted

until the decanters draw air. To prevent FOGs and other floatables from passing though to the

filters, it is recommended that the minimum level in the SBRs be set to at least 3 to 6 inches

above the decanter openings. This will allow the biological process to have more time to break

down the FOGs and also prevent any mixed liquor from filling the annular space in the decanters

during the other' cycles.
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Sldrnrning Return Cycle - Another controls adjustment that could help the biological system

break down the FOGs might be to utilize the RAS troughs as slimmers during the mix and settle

cycles by setting the level just above the trough weir for some period of time to skim the FOGs

and floatables and return them to the anoxic basin. However, the controls would have to be

configured such that the overall RAS rates still provide optimal treatment.

Surge Tank Baffle - One way to reduce the floatables and FOGs that get into the surge tank

would be to install an underflow baffle at the upstream end of the serpentine. Such a baffle

could enable periodic manual removal by temporarily trapping a portion of the FOGs and

floatables in an area accessible by the operators .

4.4 Reconfiguring and Augmenting the Odor Control System

As stated in Section 3, the odor control design appears to be based on drawing air from the process and

digester basins through the odor-controlled rooms, but since input air can be drawn from various areas,

the entire volume of all air space is drawn through the system in parallel, significantly reducing the air

change per hour. Moreover, there are no apparent automatic or manual dampers on either the odor

control duct lines or the buildings, which would mean there is no way of balancing the air into the

system. While the new polishing unit should be effective on removing constituents that are not removed

by the existing units, it will not increase the air changes or improve the environment in the odor-

controlled rooms.

4.4.1 Suggestions for Further Review

Some potential mitigation measures that might be considered for further investigation include:

• Separating the Basins from the Rooms _. One possibility for improving the system would be to

seal off the basins from the equipment rooms and dedicate Me existing scrubber system to the

basins alone. As that is done, a room-dedicated system could be installed to provide the full 12

air changes per hour for the headwords and solids dewatering rooms. A significant benefit of

this alterative would be that the wet and corrosive air from the tanks would not be drawn

through the equipment rooms.

It is recommended that an ion-exchange system by IONstein Air Technologies be considered as

the treatment unit for the equipment room. This type of unit treats the air in the room, as

opposed to drawing it out of the room for treatment, and would have the advantage of improving

the environment in the room and reducing the possibility of odors escaping through an open

door. It is possible that the manufacturer would be willing to pilot such a unit prior to purchase

to demonstrate successful performance.
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Direct Ducting to Carbon Scrubber - Along with separating the equipment rooms from the

basins, a great deal of flexibility could be added to the system by installing new ductwork to

allow the new carbon scrubber to draw directly from the equipment rooms. This would enable

the new scrubber to increase the air changes in the rooms if necessary or be switched back to

polish the exhaust of the existing scrubbers. It would also enable the equipment rooms to be

separated from the basins during the transition if a new system is piloted or installed for the

equipment rooms.

Air Balancing - If, instead of the suggestions listed above, Algonquin decides to proceed with

the more expensive option of replacing the existing scrubbers with much larger units, it is highly

recommended that the air system be redesigned to seal off unintended air inlets and enable

balancing of the air flow with automatic louvers and dampers.

5.0 CHALLENGES FOR FUTURE TREATMENT CAPACITY

In addition to all the facility challenges with the Palm Valley facility, LPSCO is challenged with a

situation where influent flows that are increasing at an advanced pace. According to the operations staff

the current facility, designed for an average flow of 4.1 rngd, has insufficient pealing or redundant

capacity to accommodate the expected flows.

5.1

According to Algonquin, the existing plan for accommodating future Hows is to expand the Palm Valley

WRF to its designed build-out capacity of 8.2 mud, and to construct a new WRF facility at the Sarival

site with an initial capacity of l to 2 mud expandable to 8.2 mud. However, at this stage is it unlikely

that Algonquin will be able to design and construct either the second phase of the Palm Valley WRF or

the first phase of the Sarival WRF before the current treatment capacity is exceeded. A contingent plan

is being developed whereby a connection to the collection system for the City of Goodyear would be

constructed to accommodate excess flows, however Algonquin has indicated that they would prefer to

treat all of the wastewater from their service area if possible.

Timing of Future Expansions

5 .2

The planned Phase 2 expansion of the Palm Valley WRF will face a number of challenges based on the

layout of the original facility plan because the WRF was built on an extremely limited footprint area.

There is virtually no room to add any equipment or structures that were not planned for in the original

build-out expansion facility plan, let alone for adding additional equipment or structures that were not

planned. (Actually, even with the original facility plan, finding room for construction equipment and

material lay-down areas during construction will be a severe challenge.) It may also be problematic that

Expansion Area and Setback Limitations at Palm Valley WRF
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the Phase 2 expansion area is located on the east side of the facility, closer to the commercial center that

has been the source of most of the odor complaints since the construction of the first phase. And,

malting matters worse, residential homes have been built inside the intended odor easement north of the

facility in recent months.

6.0 NEAR-TERM TREATMENT CAPACITY ALTERNATIVES

Based on the flow rates currently being experienced at the plant it appears that the facility is quicldy

reaching its maximum hydraulic and biological treatment capacity. This wi l l  present an al l -

encompassing challenge to the LPSCO wastewater treatment facilities that eclipses those identified in

Section 3 because, even with alternative procurement methods such as design-build or CM@Risk, it is

unlikely that the Phase 2 expansion of the plant could be designed and constructed in time to

accommodate the peak flows starting in November or December of 2007 .

However, based on the analysis by MES developed for this study, it appears that there are a few

alternatives that would serve to expand redundant capacity in the near term without jeopardizing future

capacity expansions while staying within the existing planned footprints for both the Palm Valley and

Sarival sites. These include the following:

• kistalling a temporary package plant at the Sarival site and reversing the flow in the force main

from the Sarival Pump Station to convey excess flow from the Palm Valley WRF

Using a pre-engineered submerged membrane filtration system to increase the redundant

capacity at the Palm Valley WRF by eliminating the decant cycle and possibly running at higher

MLSS concentrations

• Increasing the pealing and redundant capacity of the existing Palm Valley WRF by converting

the digester tanks to SBR tanks and producing non-Class B dewatered biosolids for landfill

disposal.

6.1 Temporary Package Plant at the Sarival Site

One possibility to relieve the Palm Valley WRF of peak flows in the near term would be to install a

temporary package plant at the Sarival site and use the existing force main from the Sarival Lift Station

to convey flow from the Palm Valley WRF to the Sarival package plant. This would relieve the peak

flows from the Palm Valley WRF and allow time for Phase 1 of the (permanent) Sarival WRF and Phase

2 of the Palm Valley WRF to be designed and constructed.

To be able to reliable accommodate excess flows for the period required, the size of the package plant

would need have a treatment capacity of between 0.5 and 1.0 mud at an approximate cost of $5M to
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$10M. The main drawbacks of this alternative are that the costs of the package system would be

difficult to recoup once the permanent facility was brought on line, and it is not certain whether or not

the package facility could be permitted, designed, and constructed at the site before the end of 2007.

6.2 Pre-Engineered Submerged Membrane Filtration System

One way to expand the treatment capacity at the existing Palm Valley WRF would be to add a sldd-

mounted, pre-engineered submerged membrane filtration system to the process. Such a system would

increase the capacity of the SBRs by eliminating the decant cycles and enabling operation at

significantly higher MLSS concentrations. Based on preliminary calculations, adding a membrane

system could increase the capacity of the plant by approximately 15-20 percent, or 0.6 to 0.8 mud, at a

cost of approximately $5M for the membrane equipment alone. Other upgrades such as aeration

capacity and MLR pumps would also be required. In addition, because the membranes are sensitive to

abrasive materials and fibers, this alternative would absolutely require re-screening of the mixed liquor

and installation of fine screens with openings as small as 2 millimeters.

Based on a review of the Palm Valley site plan, it appears that the only feasible location for the addition

of such a system would be at the south end of the existing SBR basins, the cun'ent location of the visitor

parldng lot. While there are areas available to the east, it seems likely that locating the membrane

filtration system in this area would interfere with the Phase 2 expansion of the facility.

Aside from the capital costs and the loss of the parldng area, the main drawback of this alternative

would be the cost and complexity of maintaining a submerged membrane filtration system, including the

membrane cleaning and chemical systems, power costs, and membrane replacement costs.

6.3

Another way to expand the peaking and redundant treatment capacity of the Palm Valley WRF would be

to convert the existing digester tanks to SBR process basins. This would be a fairly straight-forward

conversion because the digester tanks are already configured similar to the SBR tanks, with jet-aeration

headers and submersible motive pumps. Based on a cursory review of the plans, as a minimum the

following items would need to be modified to make the conversion :

Conversion of Digester  Tanks to SBR Tanks

Configure the influent piping and controls from the anoxic tank to feed the additional SBR

basins

Add jet-aeration headers and blower capacity to increase the aeration in the new tanks

Install decanters and piping to direct secondary effluent into the surge tank

Add a return trough and piping back to the anoxic tank

Increase the capacity of the downstream processes, including the filters and UV system
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The existing SBR tanks have a treatment capacity of approximately 4.1 mud with and operating volume

of approximately 3.1 million gallons, indicating a SBR treatment-to-volume ratio of approximately 1.3.

If converted, the digester tanks would provide up to about 1.3 million gallons of additional SBR

treatment volume, which converts to up to 1.7 MGD of additional redundant/pealdng treatment capacity.

Even with an allowance factor for unforeseen items in the conversion, this alternative could be able to

provide up to 1.5 MGD of additional plant capacity for peaking or redundancy purposes .

the assumed requirements for the conversion, it is expected that the design and construction could be

completed within about 9 months under a CM@Risk procurement structure.

Based 0111

An additional benefit of this alternative would be that it would have little to no effect on the

construction, operation or capacity of the Phase 2 expansion. Of course, removing the digester tanks

from the solids handling process would mean that the facility could no longer produce Class B biosolids.

However, if the ATAD tanks are used strictly for aerated sludge storage and equalization, the sludge

could still be dewatered on-site to meet the paint-filter~test standard for landfill disposal. Alternatively,

all solids handling could be removed from the Palm Valley plant and the sludge could be transported to

the Sarival WRF by way of the existing force main (in reverse) once that facility is constructed and

brought on line. .

6.4

Although each of the three alternatives describe above have the potential of providing a solution to the

near-term redundant/pealdng wastewater treatment capacity shortfall, because of its simplicity, low risk,

moderate capital costs, and minimal impact to future expansions, we recommend that the third option,

conversion of the digester tanks to SBR process basins, be planned and executed as soon as possible.

We recommend that Algonquin commission a feasibility study to determine the precise requirements of

the conversion, and then execute a CM@Risk procurement to construct the new facilities for start-up

and commissioning before the end of 2007.

Recommended Near-Term Capacity Expansion Alternative

7.0 SUMMARY OF RECOMMENDATIONS

To be completed...
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